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NATIONAL POLICY AND ISSUES 


ECONOMIC DAILY PUBLISHES FORECAST FOR YEAR 2000 
OW260934 Beijing XINHUA in English 0741 GMT 26 Oct 85 


[Text] Beijing, October 26 (XINHUA)--China will become a powerful socialist 
country by the vear 2000, with poli*ical stability, economic prosperity and 
a well-off standard of living, today's ECONOMIC DAILY predicts. 


By then, the country will be able to show the world a socialist economic mode] 
full of vitality, creativity and with distinct Chinese characteristics, the 
paper says, quoting the forecasts of 400 economists. 


These specialists base their predictions on the results of a two-vear re- 
search program, entitled "China in 2000", backed by the State Council kco- 
nomic, Technological and Social Development Research Center, the State Plan- 
ning Commission, the State Economic Commission, the State Science and Tech- 
nology Commission and the Chinese Academy of Social Sciences 


The paper lists some of their forecasts for 2000: 





--the country's population will be held to about 1.25 billion. 
--living standards will be much higher than they are now. 


--China will become the world's fifth or sixth biggest economic power com- 
pared with eighth now. 


--There will be substantial expansion of industry and agriculture, and edu- 
cational, cultural, public health and sports facilities. 


--The gap in science and technology between China and the developed world 
will be considerably reduced. 


--the national economy will be fully opened to the rest of the world and 
full of vigor. 


--and traditional ideas will considerably change and the socialist morality 
will greatly be enhanced. 


The experts also list major problems to be overcome. 





These include an increase of more than 200 million in the population, cre- 
ating big employment difficulties; insufficient transport and communications 
facilities; shortages of funds, energy, water and forest resources; and edu- 
cation, science and technology lagging behind economic growth. 


Their report on "China in 2000" covers 12 subjects, including the worid and 
domestic economic environment, population and employment, COlsuaption, natur- 
al cesources, energy, transport and education. 


Two economists who took part in the research say in an acticle in the paper 
they hope the forecasts will be of assistance to central departments when 
drawing up plans. 


/6662 
CSO: 4020/102 
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NATIONAL POLICY AND ISSUES 


CHINESE PEOPLE'S CONSUMPTION BY 2000 PREDICTED 





HK191308 Beijing JINGJI RIBAO in Chinese 6 Nov 85 p 3 


[Article by Cheng Xiusheng and Tang Ruoni of "The Chinese People's 
Consumption in the Year 2000" research group: "The Chinese People's 
Consumption in the Year 2000"~-"China by 2000 Research Report IIT] 


{[Tex.} Consumption is an objective economic and social phenomenon in 
human society and a behavior that uses labor products to meet the needs 
of the people's material and cultural life. The strategic goal raised by 
the 12th party congress specifies that by the end of the century, our 
people should have attained a comparatively high standard of living. 

In order to achieve this goal, we must make an appropriate analysis of 
the consumption level, the distribution of consumption power, the 
consumption structure and the history and present conditions of consumer 
goods production and make a scientific prediction of their development 
prospects, so as to find a practical way to reach this goal. 


I. Characteristics of Changes in Consumption Level and Consuming Power 


Consumption level generally refers to the quality and quantity of products 
and services provided by the society to the vast numbers of consumers for 
living consumption. The per capita consumption fund is a comprehensive 
index to measure consumption levels. Calculated on the basis of prices 

in 1980, by the end of this century the per capita consumption level of 

the people in our country will average 712 yuan, an increase of more than 
200 percent over 227 yuan in 1980, at an average annual progressive increase 
of 6 percent. Of this, the average consumption of city residents will 

be slightly over 1,200 yuan and that of township and town residents will 

be around 6.) yuan. 


Under the conditions of commodity production, the ability of consumers to 
use their own currency income to purchase commodities and services is 

also called consumption power. In light of the development tendency, it 

is estimated that in the coming 16 years there will be three new changes 

in the growth of consumption power in our country. First, in rural areas, 
the way to raise consumption levels will change from reliance on increased 
traditional agricultural production to reliance on the movement of the 
agricultural population to non-agricultural work and intensive agricultural 





production, tn urban areas, the way to raise consumption levels will 

shift trom reliance on increasing the proportion of the working population 
to reliance on higher wages. Second, during the process of gradually 
raising consumption levels, “primary purchasing power" will rise rapidly. 
‘this shows that the sphere of traditional consumption characterized by 
daily consumption can no longer cope with the newly-enhanced consumption 
power, and that it is necessary to open up new consumption spheres so as 

to dissipate the newly-enhanced consumptio. power. Third, the accumulation 
of personal income will strengthen. Therefore, in strengthening the 
accumulation of personal income, changing part of personal income into 

fund accumulation has become a major issue to be considered in the economic 
stricultural reform. 


[l. Developing and Changing Tendency in Consumption Structure 


Consumption structure generally reters to the proportional and composite 
relations of varied means of consumption used by people in the process 

of consumption. According to the levels of demand, the means of consump- 
tion can be classified as means of subsistence, means of enjoyment and 
means of development. In the future, with the increase in consumption 
levels, the proportion of means of subsistence in the consumption of people 
living in urban areas will be gradually reduced, although it will remain 
as the main part of consumption; the means of development, in particular 
the spending on culture, education, public health, and so on will steadily 
increase year after year; the means of enjoyment, including high class 

and valuable materials and various labor services to meet the needs of 
spiritual consumption, will occupy an important position in the people's 


life, 


Food is the most important consumption item of residents. Food consumption 
can concretely reflect the consumption level and living quality of a 

country or a region, Cenerally speaking, with the increase of consumption 
level, the proportion of expenditure on food in total consumption will 
gradually drop. At present, the expenditure on food in developing countries 
on average accounts for more than half of consumption expenditure, and in 
the developed countries makes up one fourth to one third of the total. 

In 1983, the proportion of expenditure on food in the consumption expendi- 
ture of the people in our country was 59.2 percent. It is estimated that 

it will fall to about 50 percent by the end of this century. As per capita 
farmland and food resources are limited in our country, it is necessary 

to guide and develop nonfood consumption to substitute for food consumption. 
However, a quantitative analysis shows that such substitution is limited. 
Price levers mainly play a "restrictive role" rather than a "substitutive 
role" in food consumption. Therefore, the key to ensuring a balance 
between the supply and demand of consumer goods in our country remains 

the development of food production and ensuring food supply. 


In the days to come, the proportion of expenditure on clothing will be 
basically stable and will not change drastically with the increase of 
consumption level. By the end of this century, the proportion of expendi- 
ture on clothing in total consumption will be about 13 to 14 percent. As 


j 
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a result of an increase in consumption level, the expenditure on clothing 
will be about three times that of 1980. Articles for use can be classified 
as daily-use consumer goods and consumer durable goods. In the following 
decade or so, the consumption pattern of the people in our country will 

be characterized mainly by purchase of consumer durables and purchase and 
replacement of household goods; the proportion of expenditure on articles 
for use will gradually rise to 16-17 percent. According to estimates, 

by the end of this century the popularity rates of television sets, cassette 
recorders, washing machines, and refrigerators in cities and towns will 
reach 70 to 90 percent. Influenced by the exemplary roles ot foreign 
consumption patterns, the changes in our country's consumer durable goods 
markets will have the following two features: first, the product life 

of new-type consumer goods will be short, resulting in rapid product renewal 
and regeneration; second, as purchasing power tends to mainly seek popular 
products, demand peaks will form suddenly. Therefore, comprehensively 
applying economic and other means to properly handle the above-mentioned 

two issues is a new task in the development of durable consumer goods. 


Housing constitutes an important part of pecple's consumption. Calculated 
on the basis of demand and possibility, by the end of this century the 

per capita living space for urban dwellers in our country will be 8 square 
meters, and that for rural dwellers will be 15 square meters, with each 
household basically possessing a relatively convenient and comfortable 
residence and each individual having a living room. The reform of the 
housing distribution management system will bring about remarkable changes 
in the consumption structure of the people in our country. The proportion 
of the urban dwellers’ expenditure on housing in the total consumption 
expenditure will increase from 1.5 percent in 1983 to about 10 percent 

by 2000. 


The targets of labor service consuuption are services provided by others 

as well as the spiritual products of science, technology, culture, knowledge, 
and so on. At present, the proportion of expenditure on labor services 

in the developed countries accounts for about 25 percent of total consump- 
tion expenditure. According to estimates, by the end of this century the 
proportion of our country's urban dwellers’ expenditure on labor services 
will rise to about 1% percent of total consumption. 


~~ 


III. Several Issues To Be Considered While Formulating Consumption Policy 


1. It is necessary to properly coordinate therelations between consumption 
and accumulation and encourage appropriate consumption. First, we should 
not constrain but encourage consumption. Second, consumption should be 
appropriate and compatible with the national strength and the personal 
ability to pay. Following the 3d Plenary Session of the llth CPC Central 
Committee, through the readjustment of national economy, the phenomenon of 
constraining consumption has gradually changed. However, in our guiding 
thinking we should pay attention to the reaction of consumption on produc- 
tion and avoid slipping back into the old rut of high accumulation. 
Meanwhile, it should be noted that in the days to come, various factors 
stimulating a rapid increase in consumption will objectively exist. The 
tendency of consumption to outgrow production over the years has not yet 
receded. 











2. It is necessary to expand the spheres of consumption and expenditure 
and absorb and transform consumption power. In the transition from low 
income and low consumption to medium income and medium consumption, the 
rapid growth in consumption power is unavoidable. In coping with the rapid 
growth in consumption power, it is appropriate to employ a strategy of 
absorption, transformation and control, with stress on absorption. It 

is necessary to vigorously develop tertiary industry, open up new consump- 
tion spheres, expand traditional consumption spheres, and transform some 

of the spheres centering on social consumption (like housing, public health, 
education, and so on) into spheres of individual consumption or spheres 
integrating individual consumption with social consumption, so as to reduce 
the proportion of various subsidies in financial expenditure. Meanwhile, 
it is imperative to complete and strengthen macrocontrol focusing on 
taxation and readjust the growth rate of consumption funds. 


3. It is necessary to readjust the production structure and product mix 
of consumption trades in order to make food, consumer durables ~- 1 housing 
the three pillars of the consumption industry. While providing daily 
necessities to stabilize the overall situation of the markets, the food 
industry should further improve processing and develop food of various 
grades to meet the needs of various consumption levels in both rural and 
urban areas. In developing a consumer durable goods industry, priority 
should be given to household electrical appliances and electronic products. 
It is imperative to actively manufacture new products with low cost and 
little electricity consumption, in order to suit national conditions where 
the energy supply is short. It is necessary to include housing in the 
category of consumer goods and gradually transform the free use of real 
estate into paid use. 


4. It is necessary to readjust the employment structure and ‘levelop 
tertiary industry so as to effectively raise social labor productivity. 
Developing production and raising »%cial labor productivity is the 
fundamental way to meet consumption ‘emands. Social labor productivity 
depends not only on the productive rates of all trades but also on the 
employment structure. In rural areas, we should promote the transfer of 
productive forces to non-agricultural departments and gradually bring about 
the intensive development of agricultural production. In urban areas, we 
should develop tertiary industry and other non-industrial departments. 
This is the only way to raise the average social productivity so as to 
raise the consumption level. 


/S604 
cso: 4006/319 
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JOURNAL ON COMMERCIALIZING TECHNOLOGICAL RESEARCH 
HK210931 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 85 pp 25-26 


[Article by Yu Guangyuan [0060 0342 6678]: "Price Formation and Commer- 
cialization of the Results of Scientific and Technological Research" ] 


[Text] In the development of a socialist commodity economy, we meet with 
two problems of differing natures. 


One is that there are many labor products, which possess usefulness and 
value. In the past people would not recognize these as commodities but 
they should be so recognized now, and should be treated in the same way 
as commodities. 


The labor products we talk about here are not confined to products in 
material form but include labor products and other products in non-material 
form. Labor which produces products in non-material form is also produc- 
tive labor, and these products also possess usefulness and value. This 

is the viewpoint of the "broad school" on the topic of productive labor, 
which I represent. The "narrow school," represented by Sun Yefong, does 
not agree with this interpretation. 


The price formation of these commodities is based directly on value or 
value in a changed form. In minor commodity production, commodity price 
usually directly relates to value as the basis. Under the capitalist 
system, commodity price takes production price or cost as the basis. 
Production price or cost is value in a changed form. Under the socialist 
system, in my opinion, the price of a commodity also directly relates 

to value as the basis. 


The other problem concerns something which is not a labor product itself, 
neither in material nor non-material form. It does not possess value, 
but it can be ceded or transferred, and the cession or transfer is 
compensatory. Hence, it has a price. This state of affairs is called 
commercialization of non-commodities. 


Under the capitalist system, this commercialization of non-labor products 
has achieved great development. Is it permitted under the socialist 
system? I believe that, in principle, it should be permitted. In the 














theory and practice of development of a socialist commodity economy, 

this commercialization of non-commodities should be included. As for 
what should and should not be commercialized, this ought to be determined 
on the basis of the benefits to socialist construction. 


The price formation of something which does not possess value in itself 
is, naturally, different from that of something which in itself does 
possess value. 


Things which do not possess value themselves are very varied; hence, 
the law governing their price formation is different. 


There are certain things which belong to this category of commercial iza- 
tion of non-labor products. Their cession of transfer can cause the 
recipient of such transfer to receive economic benefits. The basis of 
their price formation is the amount of economic benefits they can enable 
people to attain. In "Das Kapital," Marx pointed out: Land itself has 
no value. The price of land is capitalized land rent. Land rent is 
derived from lana ownership. Under the socialist system, there still 
exists "graded differential land rent" and "graded differential land 
income.” This is also commercialization. But we should strive to ensure 
that benefits from this belong to the socialist state. Well-known brand 
goods also belong to this category of commercialized non-labor products. 


Since this category of things has no value itself, there is no need to 
know about, or to comment on, the problem of price and we need not go 

into the problem as to whether or not their price and value are closely 
related to each other. If indeed we are to effect control over their 
price, the question to be considered is not how much deviation between 
price and value can be considered reasonable. Whether their price is high 
or low, the parties to the cession or transfer will take this into 
consideration in accordance with their respective interests. 


Knowledge may also be commercialized. ‘The problem of commercialization 
of knowledge is a rather complex one. The commercialization of non-labor 
products should have a limit. How to handle or grasp this limit is a 
problem that must be earnestly and constantly studied, because the 
problem is exceedingly complex. But I shall not discuss its complex 
nature here. Rather, I wish to probe into this problem: Since labor 
must be expended in the acquisition of knowledge, knowledge is a labor 
product, but whether or not it has a price is still a problem awaiting 
solution. So far scholastic circles have not undertaken any discussions 
in this regard and the solution will require spending labo~ and time. 

At the same time, the price formation of this category of labor product 
is also a problem awaiting solution. We cannot look at it from the 
viewpoint of the price formation of ordinary material products and labor. 


Here, I wish only to discuss the problem of commercialization of scientific 
and technological results. Scientific and technological results are the 
product of creative research. This applies both to research on an original 
creation and research on a creation introduced from elsewhere. As a 








labor product, each and every scientific and technological result is 
"unique." The object of invention or creation is "this very one;" 
subsequent objects of a like nature are no longer in the class of inven- 
tion or creation. Hence, the definition of value as the “amount of society's 
average necessary labor" expended in the production of an article, is 

not applicable to scientific and technological results. Here the problem 
of "averaging" does not exist. Moreover, this something which the study 
of political economics calls value and is defined as the "amount of 
society's average necessary labor" does not come from mere calculation 
but is, rather, the product of mankind's actual practice in exchange. 
When a labor product has been exchanged with other labor product(s) over 
a period of time, its value is gradually shaped and established in 
people's minds. Since "this very one" in scientific and tecl nological 
results is the only one, its value formation is difficult. [his is point 
No 1 I wish to mention. 


Point number 2 concerns the price in the cession or transfer of scientific 
and technological results. The parties concerned only have their own 
interests in mind. The "producer" or "seller," since various material 
goods have to be used to obtain the scientific and technological results, 
wish first of all to seek compensation for them. At the same time, the 
acquisition of these scientific and technological results involves labor 
outlay which principally consists of complex mental labor. the person 
engaged in this type of labor will want compensation for labor expended. 
In fact, he fully deserves to receive compensation for his labor. At 
present, it is generally accepted that compensation received by mental 
workers, including those engaged in this kind of creative labor, is much 
too low. The "producer" or "seller" also demands that the "purchaser" 
pays enough to cover expenses. Unit organs selling this type of product 
also hope that funds from the sale of the products can help subsidize 
their scientific and technological research expenses. On the other 

hand, consumers, or buyers, are willing to spend money to acquire the 
scientific and technological results because they can bring them economic 
benefits. If the benefits are high, they are willing to pay more. If 
not they pay less, but they will not bother to study how much labor the 
opposite side has expended on the results. High or low prices for the 
results are formed by the factor of two parties playing their role 
simultaneously. 





In this regard, does the law of value play any role at all? Certainly 

it does. The prices of scientific and technological results are things 
or objects of value in monetary form; the materials consumed in the 
course of the acquisition of scientific and technological results are 
likewise things or objects of value. Also objects of value are compensa- 
tion for the labor of scientific and technological personnel, their 
living expenses, and the economic results derived from the subsequent use 
of these scientific and technological results. It is possible that in 
cases of certain simple scientific and technological research projects, 
research is taken up by more than one party. Competition may possibly 
ensue and this may involve the question of the rolc of the law of value. 
Moreover, in the course of putting scientific and technological results 











into operation and producing benefits the labor consumed may be transferred 
to the value of the material products, and so on and so forth. All this 
does not present any problem at all, although the detailed mechanism 

still needs to be examined. However, if when regarding such a complex 
problem we should use the "value of realizing this type of labor product" 
by way of elucida’ ion, then it would be too simplified. 


Some comrades advocate that the price of scientific and technological 
results should be formed by taking the "cost of production as the base 
and applying a multiplier to find the resultant product." In my opinion, 
regardless of the size of the multiplier to be used, this advocation is 
not correct in theory. the theoretical basis of this advocation is built 
on the value of this type of labor product. Its defects do not lie in 
the estimate of the value of this type of product beiny too low. indeed 
if too low, the problem can be solved by doubling or increasing a number 
of times. The problem is that basically the value of this type of product 
has not been formed. Since the value cannot be ascertained, we cannot 
judge whether the multiplier used is, or is not, too low. If it is 
acknowledged that the value of scientific and technological results 
cannot be formed, and we do away with the concept that value is the basis 
of scientific and technological results, then we can find the correct 
explanation as to why prices of scientific and technological results are 
determined by consultation between the two parties, each on the basis 

of its own economic benefit. 
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DEFENSE INDUSTRY TRANSFORMATION CONFERENCE OPENS 
OW182059 Beijing XINHUA in English 1857 GMT 18 Nov 85 


[Text] Beijing, November 18 (XINHUA)--Motorcycles and cassette tapes pro- 
duced by China's defence industry now occupy more than 70 percent of the 
total sales volume on the domestic market. 


A senior Chinese official cited this today to show the role played by the 
industry in promoting the national economic development and improving peo- 
ple's life. 


Lu Dong, minister in charge of the State Economic Commission, was speaking 
at the opening ceremony of a four-day national conference on the technologi- 
cal transformation of defence industry euterprises engaged in civilian pro- 
duction. Delegates will discuss the transformation of more than 100 key 
production lines. 


The industry began producing civilian goods in 1979, Lu Dong said. In 1984, 
Lu said, such goods furnished 26 percent of the combined output value of 
enterprises directly under the ministries of nuclear, aviation, ordnance 
and astronautics industries. The 1980 figure was 18 percent. 


The defence industry is now producing an increasingly great variety of civi- 
lian goods, while in the past, only military goods were produced. Its tech- 
nology and management have been improved, and better economic results 
achieved, Lu Dong noted. 


Lu urged the industry to work out over-all strategic and long-term develop- 
ment plans under the guidance of the country's overall economic planning. 

He said it should concentrate on producing goods which are needed on domestic 
and international markets, and whose structure and technology are similar 

to those of military goods. 


More attention should be paid to the quality of civilian products in order to 
enter international markets. At the same time, cooperation between the 
defence and civil industries should be further strengthened. 
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RED FLAG: OPEN POLICY SUPPLFMENTS SOCIALIST ECONOMY 
LD169411 Beijing XINHUA in English 0940 GMT 15 Nov 85 
{["Open Policy Aids Socialism--RED FLAG"--XINHUA headline] 


[Text] Beijing, November 15 (XINHUA)--China's open policy conforms to the 
country's "four cardinal principles," says a commentary in the latest issue 
of the journal RED FLAG to be published tomorrow. 


These principles are: Keeping to the socialist road, upholding the people's 
democratic dictatorship, maintaining the leadership of the Communist Party 
and adhering to Marxism-Leninism and Mao Zedong Thought. 


"Introducing foreign funds, technology and managerial expertise, launching 
Sino-foreign joint ventures, co-operative businesses and enterprises with 
sole foreign investment, and encouraging private businesses--all this serves 
as a necessary and useful supplement to the socialist economy," says the 
commentary in the journal. 


The policy of invigorating the domestic economy while opening to the rest of 
the world is aimed at expanding the social productive forces, improving 
living standards and creating conditions in which socialism can achieve its 
full potential. 


This policy is being pursued to ensure that socialist public ownership re- 
tains its predominant position in the national economy and that common pros- 
perity is achieved. 


However, the commentary warns: "We must be sober-minded and on our guard 
against inroads of decadent bourgeois ideas and lifestyles." 


It stresses that no violation of the four principles is permissible, nor 
should there be any talk of democracy that does not take into account these 
principles. Under no circumstances will "bourgeois liberalization" be pur- 
sued. This would only disrupt the current stability and unity and the 
modernization drive. 


RED FLAG adds that China's one billion people will never seek any excuse to 
weaken the leadership of the Communist Party. 
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RENMIN RIBAO REPORTS GU MU VISIT TO HAINAN 
OW120912 Beijing XINHUA in English 0832 GMT 12 Nov 85 


[Text] Beijing, November 12 (XINHUA)--Officials on Hainan Island have been 
told to brace up for faster development while drawing lessons from past 
problems, according to the overseas edition of today's PEOPLE'S DAILY. 


State Councillor Gu Mu was quoted by the paper as saying that despite a mas- 
sive scandal last summer, the island had made big achievements in recent 
years. 


He was speaking on an inspection tour of the island last week, according to 
the paper. 


Hainan, Guangdong Province, is one of China's coastal areas with powers to 
use flexible policies in opening up to foreign investment. 


Last summer, the island was rocked by a corruption scandal, in which certain 
local officials abused these special powers and resold imported motor ve- 
hicels for huge profits. 


"But that does not mean that the island has achieved nothing under the open 
policy," Gu said. 


He stressed that the policy of attracting foreign investment to spur the 
island's development would continue. 


A number of schemes involving foreign funds and imported technology have be- 
gun, and are developing the island's rich natural resources, Gu said. 


In the first half of this year, 48 agreements involving more than 48 million 
U.S. dollars investment were signed with overseas firms. The island's in- 
dustrial and agricultural output value is expected to total 3.6 billion yuan 
this year, compared with 1.9 billion yuan five years ago. Last year, the 
average income of peasants was 340 yuan per person--a 145 percent increase 
over 1980. 
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JINGJI YANJIU ON REGULATIVE ROLE OF LAW OF VALUE 
HK130809 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 85 pp 16-19 


[Article by Gao Hongye [7559 7703 2814] of the Department of Economics 
of the Chinese People's University: "Why Does Relaxation Lead to Chaos-- 
Discussing the Regulative Role of the Law of Value in Production"] 


[Text] The phenomenon of "Control Leads to Stagnation, Relaxation Leads 
to Chaos" is visible in our country's economic management. "Control 
Leads to Stagnation" is easy to understand because if the planning 
organs include all activities of the enterprises into the plans which 
must be strictly adhered to, the enterprises can hardly conduct business 
in an active manner and will lose vitality and, consequently, development 
will become stagnant. However, how can "relaxation" lead to chaos? 


So-called "Relaxation Leads to Chaos" implies that when the planning 
organs relax control over planning and only exercise control over several 
macroeconomic indexes, thus allowing the enterprises to enjoy total micro- 
economic freedom and allowing the market mechanism to give play to its 
role, the role of market mechanism cannot enable the various departments 
in the national economy to carry out production in accordance with the 
principle of supply and demand as expected. This gives rise to disharmony 
among the various links in the national economy such as production, 
distribution, exchange and consumption, and leads to "chaos." In other 
words, under the circumstances of only exercising macroeconomic control 
and allowing market mechanism to take microeconomic control, the law of 
value has not given full play to its role of regulating production and 
enabling the national economy to progress in an orderly way. 


This article seeks to identify the cause of "Relaxation Leads to Chaos" 
and attempts to explain why the law of value cannot give full play to 

its role of regulating production under the present situation in our 
country. (Apart from the role of regulating production, the law of value 
also plays other roles which will not be discussed in this article.) 

It is meaningful to identify the cause because it will provide hints for 
our economic reform in choosing between planning and market. 


14 











I. Essential Conditions for the Law of Value To Cive Play to Its Role 


The fundamental principle of political economics tells us that when the 
price of a certain commodity is below its value, and when supply of the 
commodity exceeds demand, then, enterprises which produce this commodity 
will not be able to obtain average profits and will even achieve deficits. 
Subsequently, competition will force certain portions of the resource: 

to flow out of those departments, reducing supply of the commodity. 
Ultimately, supply and demand of the departments will balance, and so 

will the price and the value. When the price of certain commodity is 
higher than its value, and when the demand exceeds supply, departments 
which produce this commodity will obtain profits in excess ot the average 
profit rate. Consequently, competition will enable certain portions of 
the resources to flow in those departments, thus increasing the departments’ 
supply of the commodity. Ultimately, supply and demand of the departments 
will balance and so will the price and the value. We can see that by 
means of unanimity and deviation of price and value, the law of value 

can, in accordance with social needs, regulate the proportion of distribu- 
tion of resources in the various departments, enabling « balance in 

supply and demand of the respective departments, and enabling the various 
links of the national economy, such as production, distribution, exchange 
and consumption to function in an orderly way. the above process is a 
fundamental fact of political economics which we repeat here for the sake 
of triggering off the following discussion. 


In order that the law of value give play to its role of regulating 
production, it is necessary to complete the above process, and in order 
to do so, it is necessary to have certain essential conditions. As far 
as these essential conditions are concern jd, although Marx and Engels 
have repeatedly touched upon them, they have not given specific explana- 
tions. The reason for this is that the society that they analyzed was 
mainly a developed one with free competition and capitalism, and all 
essential conditions already existed in such a society. Thus, it is not 
necessary to give specific explanations. 


However, what we are most concerned about in this article is the role of 
the law of value in our country's economy. Due to distinct differences 

between our country's system and that of capitalism with developed free 

competition, it is necessary to point out these conditions specifically 

and discuss them. These essential conditions should, at least, consist 

of the following four points: 


First, existence of competition. Engels pointed cut that: "Only by 
undergoing the frustrations of competition and prices of commodities can 
the law of value of commodity production be implemented, and can the 
principle that social labor time determines the price of commodities be 
achieved." ("Marx and Johann Karl Rodbertus,"" "Collected Works of Marx 


and Engels," Vol 21, p 215) If there is no competition, the average profit 
rate will not be formed nor will prices fluctuate in accordance with the 
supply and demand relations. Subsequently, the law of value will not be 
able to achieve a balance in the supply and demand of the departments. 
Disconnections between supply and demand will definitely lead to confusion 
in the various links of production, distribution, exchange and consumption 
in the national economy. 











Second, existence of an efficient market. Although competition can lead 

to price fluctuations, price fluctuations can only be shown by means of the 
market. This not only requires the existence of a commodity market but 
also requires the existence of an efficient market. The so-called 
efficient market means one which can promptly reflect price fluctuat/! ons 
and promptly react to them. In the absence of such a market, the 
enterprises will not be able to know the needs of society. As Engels said: 
"The enterprises can realize what and how much society needs only by 

means of price fluctuations." ("Marx and Johann Karl Rodbertus," 
"Collected Works of Marx and Engels," Vol 21, p 215) If the enterprises 

do not realize the needs of society, they are unable to talk about 
circulation and transfer of resources among departments. Even if prices 
can be rapidly shown in the market but the enterprises are unable to 

react to it due to the reasons mentioned in the second part of the article, 
the price changes will not be able to lead to circulation of resources 
among the different departments. Hence, the law of value is unable to 
give play to the role of regulating production. 


Third, the activities of the enterprises are restricted by capital. 

A famous Hungarian economist (Kereney) [Keernai 4430 1422 5082] said that 
there are two different kinds of restriction of the economic activities 
of enterprises by capital: Hard budget restriction and soft budget 
restruction. He held that when capitalist enterprises are restricted 

by capital, this belongs to the category of hard budget restriction, 

but when socialist enterprises are restricted by capital, this belongs 
to soft budget restriction. (See (Kereney): "Deficiency Economics,” 
published in 1980.) Severe restriction of capital implies that the 
enterprises cannot maintain the original business methods or activities 
when they are operating with profits which are below the average profit 
rate or with deficits. ‘This is because the below average profits will 
cause the enterprises’ capital to gradually reduce and long-term losses 
will exhaust all the capital of the enterprise. The two will ultimately 
lead the enterprises to bankruptcy. In order to avoid bankruptcy, the 
enterprises cannot allow the capital to reduce severely or endlessly, 
therefore, their activities must abide strictly by limited capital 
restriction. 


Obviously, if the enterprises’ activities are not restricted by capital, 
deviation between price and value cannot guide circulation of resources 
among departments by means of the amount of profit or deficits, nor can 
the law of value give play to its role of regulating production. In 
light of this, Marx has pointed out: "The entire...production process 

is regulated by the price of products, and production prices which play 
regulatory role are then regulated by the average profit rate and distri- 
bution of capital among the various departments of social production." 
(Marx: "Das Kapital," Vol 3, The People's Publishing House, 1975, p 998) 











Fourth, the total social demand does not exceed capacity of resources. 
((Kereney) believed that the total demand of the socialist countries is 
equivalent to, or even exceeds, the capacity of resources. Therefore, the 
economy of a socialist country is one which is under the control of 
resources. Total demand in capitalist countries is within the capacity 

of resources and therefore, their economy is under the control of demand. 
See "Deficiency Economics.") Under certain technological level conditions, 
when all the resources of a society are consumed for production, the 
production amount then represents the maximum production amount of that 
society. In other words, the amount permitted by resources. If the 

total social demand exceeds this amount, except in special circumstances, 
nearly all the production departments of this society will be ina 
position in which demand exceeds supply, subsequently, prices will also 

be higher than the value. Then, each of the departments needs more 

inflow of resources, but this will be impossible because all the sources 
have already been exhausted. Thus, supply and demand of various departments 
cannot be balanced by circulation of resources, and it is impossible to 
complete the process in which the law of value regulates production. 
Therefore, in order to complete this process, the total demands of society 
cannot exceed the amount permitted by the resources. 


The above four points are prerequisites for the law of value to give play 
to its regulatory role. Developed free competition and capitalism 
already possess these conditions. Competition obviously exists in the 
system of free competition; developed capitalism definitely possesses 

an efficient market; private enterprises which bear their own profits and 
losses are definitely restricted by Limited capital; the capitalist 
nature of the society will definitely keep demand to a minimum so that 
the total social demands will be maintained below the level permitted 

by the sources. 


It is due to the existence of these conditions that the law of value 
can give play to its role of regulating production in the capitalist 
economy of free competition, so that production, distribution, exchange 
and consumption can operate in a certain order. 


Will the law of value play a regulatory role in our country's market 
mechanism? In order to answer this question, we must examine the above 
four conditions in an orderly way and in accordence with our country's 


characteristics. 


II. Our Country's Economic Characteristics and Prerequisites for the 
Law of Value to Play Its Role 


Our country is socialist, and also it is a developing country. Being a 
developing socialist country, does our economy possess, or to what extent 
does it possess, the above four conditions? 
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First of all, the Lack ot competition, As a socialist country, we have 
tor a long time past adopted a relatively comprehensive system of planned 
economy. Despite certain superior teatures, this system has tlaws and 
tle main one is the trend of "eating from the same big pot” in economic 
activities and no competition between enterprises or individuals. The 
extent of competition has been increased, atter undergoing reforms for 

i certain period, but it is still below standard. For example, we can 
still tind the phenomenon of restaurants in the cities raising prices, 
or doing so in a disguised form. This is a manifestation of the lack of 
competition. In the presence of competition, and if other conditions 
remain unchanged, if a certain restaurant obtains profits in excess of 
quota by means of raising the prices, other restaurants will emerge in 


its neighborhood, [The competition among them will suppress prices to a 
reasonable level. Competition or threats of co mmetition can check price 
rises . 


However, in our cities at present, it is hard to achieve this owing to 
difficulties in building houses and blocked channels of supply. It is 
necessary to suppress prices by means of administrative orders. If the 
Situation of competition between restaurants is like this, it is not hard 
for us to imagine the extent of lack of competition in other departments 


7 . 


which require higher technolo 


Seccnd, the lack of an efficient market. One of the consequences of 
long-term implementation of planned economy is the abolition of a 
commodity market. Apart from limited scale trade fairs, there is no 
commodity market at all. After undergoing economic reforms, some 
commodity markets, such as the rice market, have been restored, but the 
tent of restoration varies. As tar as limited commodity markets are 
concerned, the markets are not efficient enough since ours is still a 
developing country, and communications and transportation equipment is 
backward. This is to say that although the signal of deviation between 
price and value has become apparent, backward communications and 
transportation equipment have hindered the market mechanism from promptly 
reacting to the signal. Thus, the law of value cannot play an efficient 
role in regulating production. For example, the recent reform of supply 
and marketing of vegetables in Beijing City has obviously shown that the 
vegetable market Lacked efficiency. On the first few days of the reform, 
communication problems and transportation delays price rises of vegetables. 
Another example is that currently, the certain areas in our country, 
although the stock of grain has far exceeded the demands of the local 
people, due to market inefficiency, it is difficult to process the spurlus 
grain and export the processed foodstuft to areas where demand is great. 


Third, it is difficult for capital to act as an effective restriction on 
the enterprises. [In our country's socialist system, besides individual 


enterprises which run with limited capital, the majority of the enterprises 


belong to the whole people or the collective. This situation has enabled 
lenient attitude toward the enterprises. 
Generally speaking, when the enterprises face difficulties, and in 


particular shortage of capital, the state will strive to render assistance 


the country to adopt a mor 








in order that the enterprises will not close down because of bankruptcy. 
Thus, shortage of capital is unable to exercise restriction on the 
activities of the enterprises. For instance, enterprises which have 

been running with deficits for a long time can continue to exist, and 
investment items, for which production cost--results analysis is doubtful, 
can still be initiated and completed. Although there has been improvement 
in the last few years, such problems still exist to a certain extent. 


Lastly, the total social demand always exceeds the amount permitted by 
the capacity of the resources. The total social demand for commodities 
can be controlled by people in socialist countries. In order to obtain 
rapid speed of development of the national economy and to improve the 
people's livelihood, socialist countries always maintain the whole society's 
demand for means of production and consumer products within or beyond the 
extent of the maximum capacity of the resources. Our country's situation 
is no exception. Under the pressure of huge demands, supply of nearly 
all commodities and labor work is tight, such as supply of energy, raw 
materials, land, fresh water, communications, transportation, daily 
necessities and so on. This shows that our country's total social 

demand has already reached or even gone beyond the amount permitted by 
the capacity of the resources. 





As a summation of the above, our country does not possess the four 
prerequisites on which the law of value relies to give play to its 
regulatory role. Due to the absence of these conditions, when the micro- 
economic levels of our economy rely on market mechanism, the law of value 
is unable to give full play to its role of regulating production, thus 
leading to disconnection between the links of production, distribution, 
exchange and consumption. This accounts for the phenomenon of "relaxation 
leads to chaos." 


At present, our country is gradually undergoing the process of economic 
reform which replaces the over-centralized planned economy with market 
mechanism. Finding the cause of "relaxation leads to chaos" means that 
we know our country still does not have the four prerequisites for the 

law of value to give play to its role. This does not imply that our 
country cannot carry out economic reforms, but, in fact, provides certain 
points of consideration for carrying out the reforms. [In the wake of 

the progress of the reform, and when we replace certain strict plans with 
market mechanism, we must first consider this: Is it possible for market 
mechanism to replace the original planning which means do we possess the 
four prerequisites for the law of value to give play to its regulatory 
role? If the answer to this is affirmative, we can cancel this portion 
of the planning without causing "relaxation leads to chaos." One of the 
reasons why we are able to achieve better results in carrying out economic 
reforms in the rural areas is that these conditions prevail to a larger 
extent in the rural areas than in the urban areas. If the answer to the 
above question is negative, we must first make preparation for the 
achievement of these conditions and cancel the planning later. We think 
that gradual progress in accordance with this method will be conducive to 
obtaining more satisfactory results in restructuring the national economy. 
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JINGJI YANJIU ON PRC'S STAGES OF ECONOMIC GROWTH 
HK110050 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 85 pp 21-25 


[Article by Wang Jiye [3769 4480 2814]: "On the Stages in the Economic 
Growth of Our Country" ] 


[Text] I. Research on the Theoretical and Practical Significance of 
Economic Growth 


The economic report "A New Stage of Development in the National Economy 
and Rural Development" carried in issue No 7 of JINGJI YANJIU is a very 
good report which calls for deep thought. It puts forth some new ideas 
on probing economic growth and certain new views which merit attention. 
In recent years, many of our comrades in economic theory research and 


economic activities departments have made considerable progress in research 


on restructuring the national economy. However, their research into 
our country's economic growth was weak. Regarding research into economic 
development strategies, although the question of economic growth is 
involved, it has not been independently and professionally dealt with. 
Long-term policies regaruing major questions of macroeconomics have not 
been drawn up on the basis of objective analysis. The present is the 
right time to actively launch research into the question of economic 
growth. The reasons for this are: 


First, there is a demand for economic construction and development. 

Our socialist construction cause has undergone a journey of 35 years and 
has achieved astonishing results. Looking back on the past, we have 
obtained rich and valuable positive experience, but on the other hand, 
we also have negative experiences, for which we payed quite a high price. 
We have drawn the important inspiration from all this that economic 
construction must adhere to objective economic laws. However, we only 
have a superficial understanding of the roles of the economic laws and 
how they play their roles, the characteristics of economic laws at 
different stages and different periods of economic construction, etc. 
We are always in the stage of summing up experiences. We need to more 
thoroughly study the internal relations in the operation of the various 
aspects of the economy. This is an important factor accounting for why 
we still have not formulated a complete set of scientific macroeconomic 
regulation theories and methods. Economic activities as mentioned here 
include a cross-section of socialist expanded reproduction, mainly the 
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mutual restrictions of the various links of production, distribution, 
exchange, and consumption. Economic activities also include the vertical 
operations of socialist expanded reproduction at different economic stages. 
The entire operation of macroeconomics is in fact a question of economic 
growth. In order to master our country's economic development, we must 
explore economic growth at a higher level. If weonly focus on a certain 
link or a certain part of economic activities, we will only cure part of 
the disease and will not get to the root of the problem. Thus, we will 
hardly be able to lead the national economy onto the path of wholesome 
development. 


Second, there are natural demands for the process of restructuring the 
national economy. Our country is now at a transition period between old 
and new systems. The traditional economic system is one of a product 
economy. It will be gradually disintegrated in the wake of the compre- 
hensive launching of the systematic reform which focuses on the urban 
areas. The new economic system is one of an economy based on planned 
commodities. Its initial plan and conception have been formulated, 
although the complete management system still being awaited. The change 
from the old to the new system is definitely not a partial reform of the 
old system but is an overall renovation. In the course of this process, 
economic life will be rich, colorful, and complicated. One example is 
that changing the mode of a system demands that the pattern of economic 
growth change accordingly, so that the two will be closely related and 
mutual penetrating. On the one hand, our reform must give great impetus 
to construction, and on the other hand, it is necessary to give corn’ '- 
tion to the capacity of the national economy. For a certain time in th 
future, our construction will be carried out amid changes in the system. 
The pattern of economic growth must suit the demands of reform so that 
it can cope with and benefit the construction and development of the new 
economic system. Only thus can we enable the reforms to push forward 
the continuity stability, and proportioned development of the economy, 
and can we enable the development of economic construction to create a 
better economic environment for the reform. Fundamentally speaking, 

the theories and principles of a planned commodity economy demand that 
the old economic system change into a new one and that economic growth 
shift from the pattern of product economics tothe pattern of planned 
commodity economics. 


Third, there is a demand for thorough research into economic development 
Strategies. It will be hard to deepen research into economic development 
strategies if research is only confined to strategic goals, strategic 
procedures, key points, and strategic measures, without linking it with 
the stage of economic growth. Attaching importance to strengthening 
research on economic growth and probing the internal relations of the 
economy and its trend of development are of great significance to 
specifying the strategic goals and key points, and, in particular, to 
correctly determining strategic procedures. In this sense, research 
into economic growth is the basis for research into economic development 
strategies. It is anticipated that in the wake of the gradual launching 
of research on the question of economic growth, our country's research 
into economic development strategies will definitely proceed to a new 
stage. 
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II. The Traditional Pattern of Economic Growth Does Not Suit the 
Development of the National Economy 


The traditional pattern of economic growth is one with a high speed, and 
which has three characteristics: 


First, economic growth at a high speed is maintained by an enormous amount 
of input. In the initia! stage of the development of the socialist 
economy, the scale of economic construction was relatively small. 

Economic growth mainly relied on an enormous amount of input which was 
sponsored by the state. When the scale of economic construction reached 

a certain point and when investment in fixed assets became big, economic 
growth relied on an enormous amount of input. This inevitably was 
constrained by financial and material resources and was not effective, 
economically speaking. The rapid growth of industrial production in the 
latter half of last year mainly relied on input from two different aspects. 
First, it mainly relied on an enormous amount of imported raw materials 
from abroad. This would not be any great problem if our exports could 
yield more in foreign exchange. However, a rapid growth of industrial 
production supported by an enormous amount of imported raw materials from 
abroad under the circumstances where the export product structure is not 
improved and competitive power is relatively weak could definitely lead 

to tense relations between various aspects and create difficulties. 

Second, it relied on stimulation from bank credit. This also would not 
cause many problems if the direction of currency circulation is correct, 
the results of investment are good, and capital circulation is fast. 
However, under the situation where the financial organs are incompletely 
established and investm-nt results are poor, this will definitely lead 

to abnormal expansion of currency and a rise in commodity prices. In 
accordance with the above situation, the state is adopting powerful 
macroeconomic measures to strive to lower the overly rapid industrial 
growth to a normal standard within a relatively short time. In accordance 
with historical experience, a rapid growth rate will bring a tense 
economic situation and a rapid decline will bring about serious losses. 

A gradual drop will be conducive to readjusting the economic interests 

of various quarters, and the losses will be minor. [It is worth considering 
here why the one-sided pursuit of a high economic growth rate appears 
again in our country. Besides the subjective factor of people being 

hasty in changing the backward economic situation, the essence of the 
pattern of economic growth at a high speed itself is the pursuit of speed. 
Thus, if we do not change the pattern of economic growth at a high speed, 
overly rapid growth will be inevitable. 


Second, economic growth at a high speed is mainly pushed forward by 
accumulation. Economic growth which relies on expanded accumulation will 
definitely be limited. A growth beyond the limit will be achieved at 

the expense of consumption, affecting the improvement of the people's 
standard of living. In recent years, the rate of accumulation has 
gradually been on the increase again. It has already exceeded 30 percent. 
A further increase will inevitably ruin the rational proportion between 
accumulation and consumption. Economic growth which relies on accumulation 
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also faces another problem--the source of accumulation. Of our country's 


industrial accumulation, apart from accumulation provided by the i: dustries 
themselves, for a certain time in the past, a certain portion cam from 
agriculture, and another portion came from depreciation expeuses ¢ 
industries which were used to support simple reproduction. 1 the sake 


of the gradual progress of restructuring the national economy, there 

will be less margin for a high speed of renovation of fixed assets which 
rely on the above two factors to expand industrial accumulation. On the 
other hand, relying on internal industrial accumulation to push forward 
an overly rapid growth rate will also face the difficulty of the supply 
of accumulated capital, because the period of construction of the raw 
materials industry and the energy industry is long and the prices are low. 


Third, economic growth at a high speed is supported by the processing 
industry. The processing industry, which produces the means of production, 
enjoys promising development and is where the hope of technical advances 
lies. Generally speaking, in our country's processing industry, there 
exists a certain phenomenon of blind development, which need to be 
readjusted. Production technology is also not advanced enough. Owing 
to the low rate of self-sufficiency of equipment for certain major 
construction items of the state and the slow progress in technical 
renovation and equipment replacement, weak competitive power, and so on, 
the speed of development of the processing industry is restrained. 

Thus, there are more difficulties in pushing forward economic growth by 
means of accelerating the development of the processing industry. 


Economic growth at a high speed demands a suitable proportioned pattern. 
But this kind of proportioned pattern does not suit the demands of 
economic development. In the course of economic growth at a high speed, 
people's attention to the proportions is as follows: 


The proportions among agriculture, Light, and heavy industries. In 
accordance with historical experience, it is generally held that in the 
total proportions among agriculture, light, and heavy industries, each 
should account for 1/3. Light and heavy industries should each account 
for half of the total industrial output. Thus, proportions will be 
balanced and the national economy will develop in a planned and propor- 
tioned way. However, the above proporttons have been basically maintained 
during the past few years, so why are we unable to maintain a balanced 
development of macroeconomics? Iit is clear that the proportions among 
agriculture, light, and heavy industries only reflect the structure of 
industrial and agriculturyl production, and are not Linked with social 
demands. If we say that the proportions among agriculture, light 
industry, and heavy industry are suitable for the activities of a product 
economy (where production determines consumption and demands), then 

under the conditions of a planned commodity economy, it is wrong to demand 
pushing production forward and to rule the demands and their structural 
changes beyond the proportions of macroeconomics. 
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The other important proportions are those between accumulation and 

consumption. Although accumulation has risen slightly over the last 
few years, it was in fact maintained around the level of 30 percent, 
which is considered rational, because the prices of the means of produc- 


tion also went up, and the proportions between accumulation and consumption 


are balanced. However, in actual economic activities, growth of invest- 
ment is too rapid and consumption funds are increased at an excessively 
rapid rate. All these need controls. The problem here is that the 
proportions between accumulation and consumption generally mean the 
proportion of earned accumulation and proportion of actual consumption 
in the usable portion of the state revenue. No attention has been paid 
to the unearned portion in the demands of accumulation and consumption. 
If this portion is excluded, it is easy to see that the total demand of 
accumulation and consumption has obviously exceeded the total supply of 
State revenue. This shows that only looking at the proportions between 
accumulation and consumption and giving no consideration to demands, 

it is hard to correctly ascertain the balance between state revenue and 
accumulation and consumption. 


Taking the above into consideration, [| think that under the conditions of 


a product economy and production determining consumption, the counter 
action of consumption toward production is weak. Consumption demands 
and its structural changes are subordinate to growth of production and 


its structural changes. Generally speaking, there will not be situations 


in which the total demands of accumulation and consumption exceed the 
total supply of state revenue unless there are serious mistakes in 
macroeconomic policies. Thus, the proportions between accumulation and 
consumption can be taken as the basis to observe if the macroeconomic 
proportions are balanced. Under the conditions of a planned commodity 
economy, demands advance production, social production, and services 
toward the direction of satisfying social needs. The growth of demands 
and structural changes in these demands are playing more and more 
important roles in production. If we neglect such changes and stick to 
the old concepts and old methods in observing and readjusting the major 
proportions of the national economy, we will be unable to solve the 


various contradictions in economic life. Thus, in keeping with the concept 


of the product economy, even if the major proportions of macroeconomics 
are in the best conditions, we must not simply assume that the national 
economy is developing in a proportional way, because we will discover 
factors which affect the balance of the major macroeconomic proportions 
if we take into consideration the factor of demand. Furthermore, even 
if we have taken into consideration the factor of demand and if supply 
and demand of macroeconomics are in the best of conditions, we stil] 
cannot hold that the entire economy is balanced if there is serious 
imbalance in the secondary macroeconomic level, in particular, in the 
structure of supply and demand. This means that, under a planned 
commodity economy, in order to observe the major proportions of macro- 
economics, it is necessary to examine total supply and total demand and 
to study proportions of the secondary macroeconomic level as well. 


It is also necessary to consider how to readjust these proportions through 


market mechanisms, including readjustments in the industrial structure 
and the product mix. The shortcomings in economic growth at a high 
speed will become obvious when these questions are involved. 
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Under economic growth at a high speed, since the major proportions which 
are ascertained according to the concepts of the product economy are 
balanced, balanced macroeconomic proportions should generally bring about 
better macroeconomic results. But why is it that our anticipated economic 
results have not appeared in the past few years? Some comrades may say 
that taxation submitted to the state has grown simultaneously with the 
production output and has even surpassed the latter. Does this imply 

that economic results have already been improved? Putting aside the factor 
of price, and in view of the basic demand of economic results--input 

and output, the comparison of taxation growth with output growth is in 
fact a comparison of two different outputs, not a comparison of input and 
output. If comparison is carried out in accordance with input and output 
(for example, the input of capital and output of profit taxation), the 
question will be easy to understand: Our capital profit yield rate is 
unsatisfactory. Some of our comrades may say that labor productivity 

has improved in recent years. This is true, but we have to carry out a 
specific analysis of comparisons. The existing labor productivity is 
calculated in accordance with the total production output, thus it is 
easier to improve labor productivity by increasing input. If we take 

into account the improved labor productivity, the material consumption 

of the products, and the increase in the fixed production costs of 
products, it will show that such an "improvement of the economic results" 
is obtained by increasing input and that the macroeconomic results are 
still unsatisfactory. Practice over the last few years has shown that 

the economic results have not been turned into a basis for economic growth. 
The results have failed to constrain the speed and we still cannot achieve 
the goal of getting speed and results. Here, besides specific questions 
in economic work, the more profound question is that economic growth has 
not changed from that at a high speed to that of effective results. 

If the pattern of economic growth is not changed, losses brought about by 
low macroeconomic results can never be compensated by improvements in 

the macroeconomic results. Thus, in order to improve the macroeconomic 
results in a comprehensive and consistent manner, we must begin by changing 
the pattern of economic growth. 


III. Our Country's Economic Growth Is Changing From the Old Pattern to 
the New Pattern 


In order to clarify this question, we must analyze the major factors 
accounting for economic growth over the last few years. 


The writer of the "New Stage in the Development of the National Economy 
and Rural Development" held that "the average growth of total social 
production output in recent years is about 9 percent, among which 5 to 

6 percent is contributed by the development of the rural economy. The 
irregular growth of primary products constitutes the main factor for 
growth of the national economy.'' We should admit that economic develop- 
ment in the rural areas plays an important role in pushing forward the 
growth of the national economy; however, it requires serious consideration 
before we treat it as the main reason. As far as economic growth during 
1978 and 1984 is concerned, besides the important factor of economic 

















development in the rural areas, we must also give consideration, as far 
as macroeconomic policies are concerned, to readjustment of the rural 
production structure which was supported by the import of an enormous 
amount of grain by the state, to great changes in distribution relations 
which were beneficial to the rural economy, among which the most apparent 
change was the price increase in agricultural and sideline products bv 

a large percentage, to readjustments in the national economy in which the 
speed of industrial growth was lowered, the investment scale was reduced, 
light industrial development was accelerated, (most of the raw materials 
for light industry come from agriculture) demands for agricultural and 
sideline products were increased, and various forces of the rural economy 
were motivated to provide the means of production. We must also pay 
attention to the growth of industrial production. The orbit of industrial 
production in recent years is as follows: principles for readjusting the 
national economy were put forth in April 1979; initial results were seen 
in 1981; industrial growth and the growth of heavy industrial production 
was lowered (total industrial output increased by 4.1 percent over the 
preceding year, and the growth rate of heavy industry was negative); 

and agricultural growth (6.6 percent) exceeded industrial growth. 
Industrial growth resumed in 1982 (the growth rate was 7.7 percent, 
while the growth rate of heavy industry was 9.8 percent), but it was 
still behind agricultural growth (11 percent). Economic growth in 1983 
was normal, and the industrial growth rate (10.5 percent), was slightly 
higher than the agricultural growth rate (9.5 percent). Growth was 
normal in the first half of 1984, but the growth rate was high in the 
latter half of the year. The whole year's industrial output was increased 
by 14 percent, among which heavy industry grew by 14.2 percent, a similar 
rate to agricultural growth (14.5 percent). In Light of this, industrial 
growth between 1979 and 1984 was an important factor for growth of the 
national economy which should not be neglected. 


What is the present stage of development of our country's economy? The 
research report on “rural development" held that: "It is the growth ot 
the national economy in the recent years which has enabled our country 
to generally [preceeding word is underlined] put an end to consumption 
stage of essential items which fulfilled the desire of food and warmth;' 
"our country's consumption demands are now transitting to a new era in 
which preparation of non-essential items acutely [preceeding word is 
underlined] rose" (the stress is mine.). However, in recent vears, 
people's consumption power both in the urban and rural areas has improved, 
leading to great changes in the structure of consumption demands. 
Nevertheless, we should see that due to an undeveloped economy and 
unbalanced economic development, there is still about one-tenth of the 
population in the rural areas throughout the country whose problems of 
sufficient food and clothing should be settled. Thus, we can only say 
that the consumption stage of essential items which fulfill the need for 
food and clothing has only basically ended but not generally ended. 

This is only said in a certain sense, because the daily necessity items 
still have a problem of quality. We must vigorously develop the food 
industry and the garment processing industry and other industries which 
are related to daily life. As far as the demand for non-essential items 


! 


26 





is concerned, demand is on the increase. This is, on the one hand, due 

to purchasing power which is formed by the factor of price and the 
expansion of consumption funds, and on the other hand, it is because the 
consumption scope is too narrow and there are still supplies and partial 
supplies (represented by state financial subsidies) of essential consumer 
goods in daily life. We must carry out a specific analysis on whether 

these two factors can consistently support the growing demands for non- 
essential consumer goods. The research report pointed out: "The basic 
economic content of the so-called new developmental stage is the growth 

of the national economy, the main factor in which should be the growth of 
the non-essential items." It is worth discussing if the above-mentioned 
demands which support consumption of non-essential items cannot consistently 
play their roles, or even worse, they can consistently play their roles 

but the growth of the national economy is still dependent on other important 
factors (such as the development of the energy, transportation, and raw 
material industries), treating the active factors of growth of the 

national economy as the growth of non-essential items. 


Can we carry out a large-scale readjustment of the industrial structure 

in the near future? The research report holds: "Our country's national 
economy is progressing toward a new stage of development which is 
characterized by significant structural changes." We should not be 
afraid to say that our country's industrial structure is irrational and 
does not suit the changes in the structure of consumption needs. However, 
the readjustment of the industrial structure, except under certain special 
circumstances, is a process which proceeds in an orderly way and step by 
step. This is because, from the point of view of consumption demands, 

it is pressing to carry out large-scale readjustment of the industrial 
structure, and from the point of view of investment, it should be 
restricted. Investment which can be used for reforming the industrial 
structure in the state's surplus revenue each year is very limited. It 

is only enough for carrying out small-scale readjustments and is by no 
means enough for large-scale readjustments. It is very difficult to 
carry out readjustment in the original industrial structure in order to 
yield economic results in multiple aspects. The large-scale readjustments 
in our country's industrial structure can possibly be achieved by means 

of carrying out numerous small-scale readjustments. This is to say, it 
will take a relatively long time to readjust the industrial structure 

in a rational way. 


How should we treat the total macroeconomic balance and the structural 
balance? The research report put forth: "Structural contradictions can 
be better solved under the situation of an imbalance between total supply 
and total demand. There is a social need for the establishment of a 

new system or mechanism when the original system can no longer operate 
stably. In this sense, the most dangerous thing is not the loss of total 
balance or ‘uncontrollable situations’ to a certain extent, but that we 
are unable to grasp the opportunity to reform the structure of the national 
economy in the absence of a total balance by means of carrying out economic 
reforms." It is correct to stress carrying out reforms in the structure 

of the national economy. The only question is the timing. When the 
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total demands exceed the total supply, such readjustments can always take 
big steps. This naturally involves the question of how we treat the total 
macroeconomic balance and the influence of a structural imbalance on the 
whole economy. In view of actual economic life, the total macroeconomic 
imbalance is bound to affect the stability of the economy for a short 
time, and will particularly give rise to price fluctuations. The 
influence of a structural macroeconomic imbalance on the economy is far- 
reaching and will not generally cause abrupt changes in a short time. 
Solutions to a total macroeconomic imbalance and structural imbalance 

are the main task of macroeconomic management. However, under the 
conditions of total imbalance, it is not at all easy to solve the question 
of structural imbalance. This is because when total demand exceeds total 
supply, not only will there be a short supply of short-term products, but 
long-term products will become particularly marketable, the supply of 
which will then also become short. From the angle of solving the 
structural imbalance, Long-term products need no large-scale development, 
and production of them should be reduced, using the stored capital and 
material resources for the development of short-term products in order 

to achieve the goal of readjusting the product mix. Economic Life over 
the past few years has shown that overexcessive demands have hindered 

our efforts in achieving such macroeconomic goals. In addition, when 
total demand obviously exceeds total supply, both the quantity and quality 
of products drop. The quality of both general products and name brand 
products is hard to retain. These issues, which appear under the 
condition where total demand exceeds total supply, can certainly be solved 
by means of reforms and by strengthening management and strictly enforcing 
laws and discipline. However, we need a process to solve the situation 

in which total demand exceeds total supply. The key to this is control 

of investment expansion and expansion of the consumption funds. We must, 
in the course of controlling macroeconomics, carry out possible readjust- 
ments in the structure so that the structural readjustments will be 
conducive to macroeconomic control and to maintaining a total macroeconomic 
balance and not to aggravating the total macroeconomic imbalance. 


In short, my opinion is that our country's economic growth is changing 
from the old stage and old pattern to the new stage and new pattern. 

As regards the appearance of the new stage and the new pattern, we must 
carry out theoretical research and consider the development of the actual 
situation. In particular, we must consider the development of the reforms. 
The demands of the reform, in particular the demand to create a good 
economic environment and reforms, and the demands of the development 
strategies have significant influences on the formation of the new develop- 
ment stage and new pattern in ensuring consistent economic growth, 
gradually improving the people's standard of living, and ensuring that 

the industrial structure will suit consumption demands and better realize 
the goals of socialist production. The key to all of this lies in 
improving the economic results. This requires our full attention in the 
course of probing the new stage and new pattern of the growth of the 
national economy. 
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NATIONAL POLICY AND ISSUES 


BRIEFS 


SHANGHAI FACSIMILE MAIL SERVICE--Shanghai will start an international 
facsimile transmission mail service this month. Anyone wanting to make 
use of this service needs only to turn the letter over to the operator, 
who will transmit it, via international telegraphic line, to the intended 
country. The contents of the letter will be held strictly confidential. 
Some 30 countries and regions are now offering this kind of service. 
[Summary] [Shanghai City Service in Mandarin 2300 GMT 23 Oct 85] /9604 


CSO: 4006/319 
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JPRS-CEA-85-°110 
17 December 1985 


PROVINCIAL AFFAIRS 


FUJIAN PROVINCE'S HU PING ADDRESSES SEMINAR 
0W171435 Fuzhou Fujian Provincial Service in Mandarin 1130 GMT 13 Nov 85 


[Text] A seminar on the dialectical relationship between mountain region 
develcpment and coastal area development in Fujian ended on 13 November. 
Over the past few days, natural and social science workers have concentrated 
on the subject of the dialectical development of mountain region and coastal 
area and inquired deep into the question of how to make scientific multi- 
purpose development of Fujian's mountain region and coastal area. 


Provincial Governor Hu Ping, Vice Governor Chen Mingyi, and Wen Xiushan, 
vice chairman of the provincial people's congress standing committee, 
attended and addressed the seminar. 


In his speech Governor Hu Ping said: Fujian is abundant in mountain and 
sea resources. To link the coastal area with the mountain region, we 
must first solve the question of structure. We must gear Fujian to the 
needs of the world and set up an economic structure which suits the 
development of our mountain and sea resources. Next come science and 
technology, education, and qualified personnel. All these are funda- 
mentals. It is necessary to train qualified personnel for mountain 
region. It is necessary to maintain ties between different trades and 
disciplines and offer policy decisions and scientific advice. Third, it 
is necessary to solve the question of energy resources by developing 
hydroelectric power resources and building thermoelectric power and atomic 
energy power stations. Fourth, it is necessary to circulate funds and 
commodities well. 


Governor Hu Ping also stressed that the key to the question of developing 
coastal area and mountain region lies in leadership. It is necessary 
to form leading groups that suit the new situation. 


/9604 
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PROVINCIAL AFFAIRS 


HU PING ON RESOURCES IN FUJIAN'S HILLY AREAS 
0W180428 Fuzhou Fujian Provincial Service in Mandarin 1130 GMT 10 Nov 85 


[Excerpts] At a provincial meeting on the development of natural resources 
in Fujian's hilly areas which ended this morning, Governor Hu Ping 
delivered a speech. Hu Ping said: Fujian's hilly areas are a great 
treasure-lhouse. To do a good job in developing the natural resources in 
hilly areas, we must first help the poor countries in hilly areas drive 
off poverty. Second, in developing natural resources in hilly areas, we 
must orientate our work to meet the needs of the whole country and the 
world. We must exploit those natural resources in the hilly areas that 
are abundant in our provinces but rare in the world in order to earn more 
foreign exchange for the state. Third, in developing natural resources 

in hilly areas, we must pay attention to keeping an ecological balance 

and providing the people with a fine living environment. Fourth, we must 
foster a concept of promoting commodity economy. While developing natural 
resources in hilly areas, we must build a number of base areas for the 
production of commodities and turn out more high-quality merchandise with 
competitive prices. 


Governor Hu Ping called on various departments in the fields of scientific 
research and education not only to train more qualified people for the 
hilly areas, but also to help develop new products by combining traditional 
production techniques with modern technology. 


Wen Xiushan, Standing Committee vice chairman of the Provincial People's 
Congress, and (Tong Wanheng), chairman of the provincial agricultural 
commission, also delivered speeches at the mecting in which (Tong Wanheng) 
was elected chairman and (Liu Guitang), (Fu Guiji), (Cao Shaoping) and 
(Chen Duntin) elected vice chairmen of the board of directors of the 
provincial society for the study, development and utilization of natural 
resources in Fujian's hilly areas. 
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PROVINCIAL AFFAIRS 


SHANGHAI'S ECONOMIC REFORM MAKING STEADY PROGRESS 
Shanghai WEN HUI BAO in Chinese 30 Sep 85 p 1 


[Article by correspondent Yao Jinqing [1202 6930 3237]: "Shanghai Makes 
Steady Progress in Restructuring Economic System by Promoting Economic 
Responsibility System, Stimulating Commodity Circulation and Strengthening 
Horizontal Combination; More Than 600 Factories Implement Factory Manager 
Responsibility System, 170,000 Construction Werkers Take Responsibility 

for Wage Contents per 100 Yuan, Whole City Set. Up Nearly 100 Exchange 
Markets, Wholesale Markets and Trade Centers, 079 Shops Experiment in Business 
Reform; More than 2,000 Projects Are Economically Integrated with Other 
Places"] 


Text] The restructuring of the economic system in Shanghai is progressing 
steadily. With various professions and trades energetically promoting the 
economic responsibility system and the restructuring of the commercial system 
making a significant breakthrough, a group of entities of horizontal economic 
integration are reaching maturity. 


The restructuring of the economic system in Shanghai has spread from 
individual experimental units to general areas. Since various professions 
and trades promoted the economic responsibility system in Shanghai, the 
enthusiasm of enterprises and workers and staff members has been satisfactorily 
mobilized. Up to now, eight factories including the Shanghai No 17 cotton 
mill and the Shanghai machine-tool plant have initiated the reform of taking 
responsibility for the total amount of wages. Another more than 600 enter- 
prises have introduced the factory manager responsibility system. Especially 
since the 170,000 workers and staff members of the building industry in the 
whole city took comprehensive responsibility for the wage contents per 100 
yuan, giving great impetus to the enthusiasm of the broad masses of workers 
and staff members, the labor productivity of the building industry during the 
first half of this year has jumped 37 percent over the same period last year. 


The restructuring of the commercial system in the city has made a significant 
breakthrough since last year and changed the habitual ways of doing things and 
operational modalities and greatly enhanced the vitality in commercial 
circulation channels. The city has now set up nearly 100 exchange markets, 
trade warehouses and trade centers; in addition, 6 grade-l wholesale stations 
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of manufactured goods for daily use have completely emerged with relevant 
companies in the city to minimize circulation links and improve economic 
results. Besides concentrating on restructuring the system of wholesale 
business departments and large retail stores, the commercial network has also 
made efforts to invigorate state-operated small businesses and conducted 
business operations in three ways: as a collectively run business owned by 
the state, as a collectively run business directly transferred from state 
ownership and as a leased business. At present, 679 stores are experimenting 
in these areas. These breakthrough reforms have linked the operational 
results of stores and wholesale departments more directly with the economic 
results of the workers and staff members and made the broad masses of 
commercial workers and staff members consciously use their brains to 
invigorate commodity circulation. 


The horizontal combination of entities of economic integration is a new 

thing in the restructuring of the urban economic system. The number of 
economic-integration projects between Shanghai and other fraternal areas now 
totals more than 2,000. Approval has been given to various fraternal areas 
to establish 306 shops and factories in Shanghai. In financing funds, the 
funds provided by the municipal industrial and commercial bank to fraternal 
areas for leasing equipment between January and May this year amounted to 

36 million yuan or a 4.5-fold increase over the sum total of the 3 preceding 
years. These funds have played a role of making up each other's deficiencies 
and helping and benefiting each other in bringing about economic prosperity to 
Shanghai City and other fraternal areas. 


12662/9435 
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PROVINCIAL AFFAIRS 


ANHUI ASSOCIATION TO PROMOTE MODERNIZATION 
OW160243 Hefei Anhui Provincial Service in Mandarin 1100 GMT 12 Nov 85 


[Text] According to an ANHUI RIBAO report, a preparatory committee for 

the provincial association of Anhui specialists, scholars, and industrialists 
was officially set up in Hefei recently to support the four modernizations 
program in the province. The establishment of such an association was 
proposed by some well-known specialists and scholars who are natives of 

Anhui or who have worked and lived in Anhui over a protracted period. 


In the original proposal, 15 well-known scholars including (Ye Zhucheng), 
adviser to the Chinese Academy of Sciences; (Zhu Guangtian), professor of 
Beijing University; (Lu Yuanjiu), chief engineer of the Ministry of 
Astronautics Industry; (Qiu Xuewen), research fellow of the Institute of 
Botany under the Chinese Academy of Sciences; (Wang Lin), adviser to 
Tongji University; and Guan Weiyan, president of the University of Science 
and Technology, said: Imbued with profound feelings for the people of 
Anhui, we love Anhui; it is our long-cherished wish to help build Anhui. 
They hoped their proposal would be supported by specialists, scholars, 
and industrialists at home and abroad who are natives of Anhui or who 
profoundly cherish Anhui. 


On 6 November, nearly 30 specialists, scholars, and persons from relevant 
departments opened a 2-day meeting to prepare for the establishment of the 
association. After discussions, the participants adopted regulations for 
the establishment of the association of Anhui specialists, scholars, and 
industrialists. The regulations point out that the purpose of the 
association is to contact and unite those people at home and abroad who 
have distinguished themselves in natural sciences, social sciences, or 
management science and who are natives of Anhui and to encourage them to 
make contributions to rejuvenating China and building Anhui. 


At the meeting, 24 specialists and scholars were elected to organize a 
preparatory committee for the establishment of the association. Professor 
Yang Chengzong, vice chairman of the provincial people's congress and 
chairman of the provincial Association for Science and Technology, was 
elected chairman of the preparatory committee. 
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Responsible persons of the provincial CPC Committee and the provincial 
government are concerned about the preparatory work for the establishment 
of the association. Lu Rongjing, deputy secretary of the provincial CPC 
Committee; Meng Fulin, Standing Committee member of the provincial CPC 
Committee and vice governor of Anhui, and Liu Guangcai, Standing Committee 
member of the provincial CPC committee and director of the provincial 
party organizational department, attended the meeting to extend their 
greetings; they earnestly listened to the suggestions and views of the 
specialists and scholars. 
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PROVINCIAL AFFAIRS 


RESTRUCTURING OF ANHUI COMMERCIAL SYSTEM HIGHLIGHTED 
Hefei ANHUI kIBAO in Chinese 9 Sep 85 p 1 


[Article by Liu Yimao [0491 1355 5399]: "Anhui Achieves Results in 
Restructuring Commercial System During Sixth 5-Year Plan Period--A Socialist 
Unified Market with State Commerce As the Main Body To Bring About Harmonious 
Development of Various Economic Forms Has Begun To Take Shape"] 


[Text] The state commercial system of Anhui Province has made notable progress 


during the Sixth 5-Year Plan period in implementing the party's policy of 
opening to the outside world and invigorating the domestic economy and 
restructuring the commercial system. Total value of retail sales throughout 
the province in 1984 was equivalent to 200 percent of that in 1978, out of 
which the state commerce registered an increase of 75.5 percent, supply and 
marketing cooperatives 24.5 percent, collective commerce showed a 2.7-fold 
increase and the total value of retail sales of individual commerce jumped 
from 15 million yuan to 1.4 billion yuan. By the end of 1984, the number of 
outlets of retail trade and catering trade was equivalent to 16-fold that in 
1978. The ratio structure of various economic forms in the total number of 
commercial outlets had been readjusted considerably. Calculating on the 
basis of township population across the province, the number of various types 
of commercial outlets handling an average of 1,000 customers has increased 
from 1.8 in 1978 to 18. A socialist unified market with state commerce as 
the main body to bring about harmonious development of various economic 
sectors has begun to take shape. 


The state commercial system in our province has accelerated the restructuring 
of the commercial system and improved the management and operations of 
enterprises. This is principally manifested in three areas: 1. Enterprises 
subordinate to the province are completely transferred to the lower level, 

In 3 years since 1983 and up to now, the province has transferred 21 
industrial products station (divisions), 11 meatpacking plants and two 
commercial storage and transportation companies under provincial management 
to management by prefectures and cities where the enterprises are located so 
as to give effective play to the key cities. 2. Small enterprises are 
invigorated freely. By the end of August 1985, more than half of the more 
than 3,000 small commercial and catering establishments currently keeping an 
independent accounting system throughout the province are now operating as 
collectively run businesses owned by the state, as collectively run businesses 
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directly transferred from state ownership or as leased and transferred 
businesses. The operations of these deregulated small enterprises have 
improved noticeably. 3. On the basis of experimenting with the expanded 
decisionmaking power for enterprises several years ago, large and medium 
enterprises have universally set up and kept on perfecting the internal 
contracted operational responsibility system, Awards are calculated according 
to different conditions and based on the quality in joint sales, combined 
service and the amount of profits made jointly so as to link the fruit of 
labor of workers and staff members with the economic and social results of 
enterprises, mobilize the enthusiasm of enterprises and workers and staff 
members and continually raise social and economic results, 
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GOVERNOR ASSESSES HEBEI'S ECONOMIC STATUS 
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[Article: "Zhang Shuguang Issues Statement Concerning Hebei's Economic 
Situation and the Main Tasks of the Next Four Months, Stressing that Clear Minds 
Must be Maintained, Work Must Be Down-to-Earth"] 


[Text] On the afternoon of September 10, at a meeting of the provincial 
government's committees and bureaus and local and municipal responsible 
officials, Provincial Governor Zhang Shuguang [1728 2562 0342] gave a speech, 
emphasizing that at present the situation of economic work in Hebei is 
excellent, though there are more than a few problems. During the next 4 months, 
work should be trasped more tightly and made mroe down-to-earth; seeking truth 
from facts, actual problems should be solved and every task on the two agendas 
of the provincial party committee and the provincial government should be 
completed. By speeding up "the three fundamental positive changes," Hebei will 
enter the advanced ranks of the country's provinces, cities and autonomous 
regions. Vice-governor Li Feng [2621 6912] chaired the meeting and also gave a 
speech. 


Comrade Zhang Shuguang used as his theme "clear minds must be maintained, work 
must be down-to-earth" and discussed the situation of economic work in Hebei and 
the important tasks for the next 4 months. In reviewing the work of the 
preivous 8 months, he pointed out that at present in Hebei comprehensive reforms 
are now being initiated and further developed. Politically, the situation is 
stable and unified, and economically, development is actively avancing. This is 
the main trend. However, we must be clear-sighted and see that even though 
reforms have been put into place across the board, their development has been 
uneven and there are some problems that have not yet been truly addressed. Some 
oldproblems have not yet been completely solved and new problems are appearing. 
In economic work, we are blindly complacent, seek only quantity and speed, and 
undertake numerous tasks. We absolutely cannot treat these problems lightly. 

We must honestly record both the positive and negative aspects of historical 
experience and must anticipate problems that may appear. Moreover, we must 
adopt effective measures to help prevent and solve them. 
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Zhang Shuguang discussed five situations concerning industry, agriculture, 
finance and trade, prices, and correcting new problems of corruption. He 
pointed out the main problems that exist and suggested improvements. He said 
that Hebei's industrial enterprises enjoyed continuous, stable, and coordinated 
development. Control over basic construction, credit funds, foreign exchange, 
and consumer funds has been comparatively good. At present, the main problems 
for industry are that profits are not ideal, costs have risen, losses have 
increased, product quality has fallen, some goods are overstocked, and the 
availability of energy, transport, and capital is comparatively tight. He said 
that the solution to industry's problems lies in reform of the system, 
conscientiously extending the experience of comprehensive reforms of 
Shijiangzhuang City's "Strike Against Reflexes," revitalizing large and 
medium-sized enterprises. The problem in those cases where enterprises were not 
revitalized was that "the six powers" were not passed down to them. At present, 
these powers are still held up at the upper levels and at the corporate level, 
"the six powers" have been blocked by companies in the name of the Economy. If 
"the six powers" are truly to be passed down, then the problem of intermediate 
obstruction must be soived. One other problem in industry is that of finding 
diverse ways to increase economic profits, by turning losses into profits, by 
raising product quality, by devoting efforts to bringing technical advances and 
imports into enterprises. For enterprises that over an extended period of time 
are unable to reverse losses, there should be no more equivocating, there should 
be resolve to close, or to stop, or to consolidate, or to transfer, or to move. 
Among these kinds of enterprises, there are some that we could issue bankruptcy 
warnings to, announcing that the enterprise is going to be bankrupt and closed. 
In enterprises that are closed, all cadres and workers will be unemployed, 
drawing bankruptcy welfare benefits that are only slightly higher than minimal 
subsistence. All of the enterprise's capital will be used to pay back its 
debts. This arrangement will pressure all of the staff and workers of the 
enterprise and will motivate them to devise ways to solve the enterprise's 
problems and avoid bankruptcy and closure. 


This year, there was a good harvest of summer grain in Hebei, and we can look 
forward to another good harvest for the fall. Oil crops experienced a large 
increase in production. For cotton, we can look forward to an amount that will 
exceed the plan. On the whole, livestock production increased, though sheep 
production decreased. The agricultural situation is good, but there are 
individual counties, districts, villages, and households that have experienced 
serious disasters, some utterly destructive. Even in areas that report a good 
harvest, there are within them individual districts and villages that have 
experienced disasters. Therefore, production and aid should be managed well and 
productive self-rescue should be organized. From now on, specialists should be 
responsible for this work; it absolutely cannot be ignored or treated lightly. 
At the present, the main task is the wheat planting. Every government agency 
should work hard on cooperation and do a good job of providing overall service, 
assuring a good planting. We should fully affirm that since the 3d Plenum of 
the llth CPC Central Committee the countryside has witnessed large improvements. 
However, these should not be overestimated. "Ten Thousand Yuan Households" are 
exceptional; in the majority of areas, the majority of peasant households really 
are not rich. In the villages indiscriminate charges are creating too heavy a 
burden for the peasants; this problem should draw appropriate attention. Every 
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level of the government and every agency should conduct a survey and should 
firmly reduce indiscriminate charges that are a burden on the peasant. In order 
to solve the masses' most pressing needs and problems, we should know the masses 
well and listen to their appeals, and be concerned about their hardships. 


Up through the month of August, tax revenues in Hebei totaled 74.6 percent of 
the year's plan, an increase of 20.7 percent over the same period last year. 
Both the provincial CPC committee and the provincial government are asking that 
work be completed by seeking truth from facts, assuring the launch of their 
reform programs and helping as far as possible to have this year's tax revenue 
exceed targets. Our handling of revenue should be honest; we absolutely cannot 
practice fraud. Every expense must be reduced to the minimum. We must firmly 
reduce administrative expenses 10 percent and the purchasing power of social 
groups must be reduced 20 percent. The problem is that not only were 
administrative expenses not reduced, they instead have increased 6.6 percent 
over the same period of last year. During these next 4 months, this must be 
stopped dead, every expense must be greatly reduced and administration made 
efficient. As for those counties that need subsidies, they too must be checked. 
We must live within our financial means. We will] not carry out projects that we 
should not do; we will delay those projects that we should delay. We must 
strengthen tax collection work and not relax during the last 4 months. As 
always, we will be thorough. 


After the launch of the price system reforms, the markets in Hebei have been 
relatively stable and the people's minds have been basically at peace. Every 
level of the government should continue to do good work in controlling prices, 
paying special attention to the problem of fresh vegetables. Two things are 
needed to solve the fresh vegetable problem: first, organization of increased 
production, and second, improvement of circulation. 


The masses should be organized to plant more vegetables and to use plastic 
covers to grow vegetables. 


Xiangshen County should produce more hotbed chives, Longyao should produce more 
green Chinese onions and Yongnian should produce more garlic. The management of 
State-run vegetable corporations and foodstuff corporations must be improved and 
the use of major channels developed. Price supervision and inspection must be 
stepped up and inspection must focus upon prices of commodities that directly 
affect people's day-to-day lives such as non-staple foodstuffs, manufactured 
articles for daily use, service-sector charges, raw materials, combustibles and 
so forth. Non-sanctioned price increases must be dealt with severely. With 
regard to counterfeit products, inspections should be especially stringent and 
offenders punished according to the law. Leaders and comrades at all levels 
must support this work and under no circumstances whatsoever should any leaders, 
organized bodies or individuals shield, cover up or intercede on behalf of those 
who have disobeyed the law. 


Incorrect trends must continue to be corrected. Under the scrutiny of the 
entire party, cadres, and the masses, new unhealthy trends will be checked. 

Once again, we are approaching the fourth quarter. Unlike last year's fourth 
quarter, however, this year will not see a proliferation of unhealthy trends. A 
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major investigation of Hebei's taxation and financial affairs got underway on 1 
September and is due to continue until the Spring Festival next year. 
Correcting unhealthy trends is a very beneficial step. 


Drawing to the end of his speech, Zhang Shuguang reiterated the basic tenets of 
the party line, seeking truth from facts and proceeding from actual conditions, 
and listed three conditions for accomplishing them. 


First, there is a need to go down to the grassroots and to the front lines to 
carry out investigations and research. Currently, over 3,000 government 
functionaries at the county level and above have been enlisted to go out to the 
mountainous regions and coastal areas to perform a 2-month investigation. The 
main focus of discussions in October will be the formulation of a plan to 
transform mountainous regions, plains, and coastal areas from poverty to 
prosperity. Taking prefectures, counties and townships as units, a development 
strategy focusing on major and longterm issues will be worked out. This 
strategy will analyze the various units for their strengths and weaknesses and 
by focusing on the shortcomings, will develop specific measures in order to 
achieve a breakthrough next year. All those engaged in the various trades and 
professions will be required to take initiative in constantly probing problem 
areas, exploring new avenues and seeking fresh ways in which to approach 
problems. This will be especially important in areas such as urban work, the 
enlivening of enterprises, making up deficits and increasing surpluses, along 
with reforms in science and technology education and public hygiene. Only thus 
can the reforms succeed. 


Second, emphasis must be placed upon central issues, and key problem areas must 
be grasped in order for breakthroughs to be made. Attending to each and every 
aspect of a matter and seeking too much must be avoided. During investigation 
and study, the selection of problem areas must be based upon scientific 
analysis, and tasks must be carried out with precision. A current shortcoming 
in our work consists of attending to each and every aspect of a matter and 
focusing on things that are not worthy of great attention. Only by grasping 
what one considers to be the essentials can one make breakthroughs and make the 
most of one's strong points. This is the correct route to follow. 


Third, models must be employed to set examples and facts must be allowed to 
speak for themselves. Hebei's current movement aimed at increasing the number 
of those who can achieve wealth was initiated in Baoding. The practice of 
introducing civilized villages was also first popularized in Baoding. The 
experience of Shijiazhuang serves as a model for urban economic reform. The 
experience of the Shijiazhuang Paper Mill serves as a model for invigorating 
enterprises. The experience of Ma Shengli [7456 0524 0448] serves as a model of 
how to be a good factory director. We hope that al] prefectures, cities, and 
counties, and all members of trades and professions will carefully select 
worthwhile models since good models are few and far between. In the course of 
spreading the use of models to set examples, one must always be sure that they 
will serve to advance the work at hand. 
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HEBEI REPORTS ON JANUARY-SEPTEMBER FINANCIAL SITUATION 
SK140524 Shijiazhuang Hebei Provincial Service in Mandarin 2300 GMT 27 Oct 85 


[Text] The province's situation in revenue and expenditures from January 
to September was good, and consumption funds and currency circulation 
were brought under control. By the end of September, the province had 
fulfilled 82.1 percent of its annual revenue plan, showing an 18.2-percent 
increase over the same period of last year. Among the 18 prefectures and 
cities, 11 had fulfilled 80 percent of their annual revenue targets. 
Xingtai, Cangzhou, Baoding, Handan, and Chengde prefectures had fulfilled 
more than 90 percent of their targets, and Cangzhou had overfulfilled by 
4.4 percent their annual quota 3 months ahead of schedule. 


The situation in expenditures was fairly normal from January to September. 
Expenditures by the end of September had reached 66.3 percent of the 
annual budget. Currency in circulation declined. The currency in 
circulation from January to September registered a 36.6-percent decrease 
from that of the corresponding period of last year after offsetting cash 
income and expenses. Savings deposits in both urban and rural areas 
increased, and agricultural loans showed a decline from that in the same 
period of last year. 


According to calculation of pertinent depariments, the province's monthly 
revenue in the fourth quarter of this year may not reach the average of 

the first 9 months, and expenditures will increase. All localities and 
departments are urged to strictly control expenditures, reduce institutional 
purchases, help enterprises stop deficits and increase profits with great 
efforts, and strive to collect the province-assigned amounts of above- 
quota taxes and to bring their expenditures under the assigned quotas. 


/9604 
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HEBEI GOVERNOR ON 1986 ECONOMIC WORK 
SK140130 Shijiazhuang HEBEI RIBAO in Chinese 25 Oct 85 pp 1-2 


["Excerpts" of speech by Zhang Shuguang, governor of Hebei Province, 
given at the 18 October Second Enlarged Plenary Session of the Third 
Hebei Provincial CPC Committee: "Correctly Understand the Economic 
Situation of Our Province, and Push Reform and Construction Forward" ] 


[Text] On the basis of the guidelines of the National Conference of 

Party Delegates and the actual conditions of Hebei, I will speak at some 
length about the economic work of the province in order for me and you, 
comrades, to analyze together the economic situation of our province, and 
to unify our thinking and action. This year will mark the end of the 
"Sixth 5-Year" Plan period, and next year will mark the beginning of the 
"Seventh 5-Year" Plan period. Therefore, when discussing provincial 
economic work, it is necessary for us to make a brief analysis and summary 
of the fulfillment of the "Sixth 5-Year" Plan, and to put forward the 
guiding ideology and major points for the province's 1986 economic work 

on the basis of the building principles, fighting goals, steps of reform, 
and policy measures as set forth in the CPC Central Committee's Proposal 
for the "Seventh 5-Year" Plan. I will dwell on the following three issues: 





1. Correctly Understand the Economic Situation of the Province 


Since the 3d Plenary Session of the 1lth CPC Central Committee, our 
province, like other areas in the country, has conscientiously implemented 
the policy of readjustment, restructuring, consolidation, and improvement, 
shifted our work focus to socialist modernization, and concentrated 
efforts on developing social productive forces. Since 1983, in particular, 
we have persistently carried out the policies of reform and of opening 

to the outside world and, after achieving remarkable results in rural 
reform, shifted the focus to reforming the urban economic structure, 

and extended gradually the partial and single-field reform to an overall] 
reform. This year, we have made a fairly big step forward in the price 
and wage reforms, and the implementa ion has been basically good. No 

large fluctuations have ever occurred in commodity prices, and the people's 
minds have remained unruffled. Reform has stimulated the development of 
productive forces, and brought about a series of significant changes in 
economic activities, social life, and work methods. Generally speaking, 
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the fulfillment of the "Sixth 5-Year" Plan has been good. A new situation 
of sustained, stable, and coordinated development and the prospect of 
self-sustained growth have appeared in the national economy of our province. 


1) The national economy has developed in a sustained and stable manner, 
and economic results have improved. 


2) The proportion among agriculture, light and heavy industry, and the 
proportion between accumulation and consumption have become more balanced. 


3) A great change has taken place in the structure of investment. The 

investment in fixed assets, used for updating equipment, technical * 
transformation, and other fields, has increased notably. During the 

"Sixth 5-Year" Plan period, we have paid particular attention to 

strengthening the development of intellectual resources. Local budgetary 

investment in capital construction for scientific and technological, 

educational, cultural, and health undertakings has increased every year. 


4) <A change from a standstill to a continuous growth has been achieved 
in revenue. Over the past few years, our province has achieved a balance 
between revenue and expenditures with a small surplus, and has gradually 
enhanced its economic strength. 


5) Successive good harvests in agriculture have been reaped thanks to 
the implementation of the output-related contract responsibility system 
in rural areas, and readjustment of production setup. 


6) Fairly good results have been achieved in the macro-control over 
capital construction, credit, foreign exchange, and consumption funds. 
This year, the scope of the capital construction covered by the local 
budget has been brought within the scope prescribed by the state, and 
the trend of an excessively fast growth in consumption funds has been 
brought under control. 


Viewing from the above-mentioned situation, during the "Sixth 5-Year" 
Plan period, our province's economic situation was growing better and 
and better year by vear. However, we must clearly see that there are 
problems and difficulties in our economic work even under the excellent 
situation. These problems are principally as follows: 


First, the scale of the capital construction front is overextended. In 
particular, the extra-budgetary investment in this regard increases by 
a big margin. 


Second, the speed of the light industrial development is not fast enough. 
The production of daily consumption goods cannot meet the increasing 
demands of the people's livelihood. 


Third, our province is in straitened circumstances because of the lack 
of financial resources. Although our province's revenue increased in 
the past few years, the repeated torments for many years have brought 
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low base figures to our province. Therefore, our province started late 
only eith a large amount of debts and big expenditures, without substantial 
resources. 


Fourth, some remote mountainous areas and old revolutionary bases in our 
province are still in straitened circumstances due to slow economic 
development, inconvneient transportation, and difficult living conditions. 


Fifth, problems concerning prices exist. 


In his "explanations of the proposal for formulating the ‘Seventh 5-Year' 
Plan,"' Premier Zhao Ziyang pointed out: "A correct assessment of the 
current economic situation provides the basis for formulating plans for 
economic and social development. I1t is not good either to overestimate 
our achievements or to underestimate them. The general principle should 
be to seek truth from facts and make accurate assessments. While fully 
affirming the achievements, the proposal should also point out the major 
economic problems." With regard to assessing our province's economic 
situation, we should have a correct analysis and unified understanding of 
the situation. Only when we correctly analyze and understand the situation 
can we correctly determine our fighting orientation and principles and 
policies. If we fail to analyze and judge the situation in accordance 
with actual circumstances, we will make wrong policy decisions and suffer 
losses in our work. So we must persist in dialectical, historical 
materialist points of view to correctly and comprehensively analyze and 
assess the current situation in accordance with actual circumstances. 

We should not only fully affirm the established achievements, but shou d 
also point out the major problems and difficulties in our work. We 
should clearly discriminate essential aspects from nonessential ones, and 
the part from the whole. We should always persist in the spirit of seeking 
truth from facts; clearly understand the new situation; define new tasks; 
solve new problems; be conscientious, modest, and prudent; do our work 

in a down-to-earth manner in order to continue promoting our province's 
reform and construction work. 





2. The Fighting Goals, € Ideology, and Work Focus on the 1986 
Economic Work 


The year 1986 is the first year of the first 2 years in the "Seventh 
5-Year" Plan period, during which we should achieve the control over the 
growth rate. In accordance with the economic growth rate set in the proposal 
of the central authority for formulating the "Seventh 5-Year" Plan, and 

in line with our province's actual conditions, during the "Seventh 5-Year" 
Plan period, the province's average annual increase of the gross national 
product is planned to be over 7 percent, and the average annual increase 
of the total industrial and agricultural output value is planned to be 
about 7 percent, of which the increase of the total agricultural output 
value is 6 percent and that of the total industrial output value is 7 
percent. The fighting goals for the province's 1986 economic work are 

as follows: We should continue to advance along the orientation of a 
sustained, steady, and coordinated economic development to strive to 
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register new increases in industrial and agricultural production, domestic 
and foreign trade, financial and tax revenue, and communications and 
transportation. Of these new increases, industrial production is planned 
to register a /-percent increase and agricultural production is planned 

to register a 6-percent increase. The scale of the investment in fixed 
assets should be controlled at the level of 1985. The accumulation rate 
should show a decline of 30 percent. All fronts and departments should 
define their own fighting goals in accordance with the guidelines of the 
proposal of the central authority for formulating the "Seventh 5-Year" 
Plan. 


In accordance with the basic guiding principles raised by the CPC Central 
Committee in the proposal for the Seventh 5-Year Plan, the guiding 
principles for the 1986 provincial economic work are as follows: 


We should firmly and unswervingly give top priority to the reform, properly 
handle the relationship between the reform and construction, and macro- 
economically strengthen and improve the indirect controlling system. 


We should resolutely control the investment in fixed assets, the investment 
in capital construction in particular. The extra-budgetary investment 

must be reduced. By no means should we blindly undertake all projects 

all at once. 


We should appropriately pool financial and material resources to develop 
the light, textile and energy industries, the transport and communications 
service, and the production of raw materials. 


We should actually grasp the grain production, and continue to readjust 
the set-up of rural production. 


We should always strengthen the administration over market prices. Not 
only should we allow flexibility in market prices, but also should we 
prevent market prices for fluctuating on a large scale. 


Hereby I first put forward some tentative ideas and clues for the focus 
of the work in 1986. You can map out your 1986 plan for economic 
development in line with these ideas and clues. This plan will be 
discussed and reassessed in a concrete and comprehensive manner at the 
provincial planning work conference to be held in December. 


1) We should vitalize enterprises, and increase economic results. 


We should continue to popularize Shijiazhuang City's experience in carrying 
out comprehensive reforms in a "strike-and-reflex'"' manner and further 
invigorate large and medium-sized enterprises. In light of the experiences 
of various localities, the key to invigorating enterprises lies in the 
thorough delegation of the "six powers" to enterprises. At present, 

some powers which should have been delegated to enterprises are still 

held by higher authorities or companies. This problem must be solved. 
Continued efforts should be made to investigate and consolidate administra- 
tive and semi-administrative companies. Resolute measures should be 
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adopted to ferret out various kinds of comnanies without any practical 
facilities and those "supply and marketing companies" engaging in 
reselling at a profit what they have bought. Efforts should be made to 
complete by the end of 1986 the investigation and consolidation of all 
those companies directly under the provincial authorities, and then to 
retain, close or retool those companies which should be. Proper arrange- 
ments should be made for those persons who have retreated from these 
closed or retooled companies. Although this is very complicated, it 

must be solved. All departments concerned should pay attention to it. 


In line with the guidelines of the relevant documents of the State Council, 
we should gradually reduce the regulating taxes delivered by those large 
and medium-sized enterprises which yield high efficiency, make great 
contributions, but shoulder heavy burden. The extraction of unwarranted 
extra fees from enterprises should also be solved. 


Enterprises, if possible, should implement the system that plant director 
(manager) assumes responsibility for the plant targets within his term 

of office. Within his term of office, plant director (manager) should 

be assigned to formulate the comprehensive development targets and the 
administration programs of his own plant. [In implementing this system, 

the important thing is to improve the management and operational ability 

of plant directors. Departments concerned in all prefectures, cities, 
counties and the provincial-level organs should continue to strengthen 

the training of plant directors (managers), by sponsoring different classes 
for different kinds of plant directors, and charging different levels 

with different responsibilities. the provincial authorities should be 
responsible for the training of plant directors of large and medium- 

sized enterprises; the prefectural and city authorities should be 
responsible for the training of plant directors of small state enter- 
prises and of collective enterprises run by prefectures and cities; and 

the county and district authorities should be responsible for the training 
of plant directors of various enterprises run by townships, towns, districts, 
and neighborhoods. By the end of 1986, plant directors (managers) of 

large and medium-sized enterprises should be trained on a rotating schedule. 
The rotative training of plant directors (managers) of other enterprises 
should be arranged by various prefectures, cities, and counties in a 
concrete manner. Through the training, we should gradually foster a 

large number of new socialist enterprises. 


With regard to the operation of small state enterprises and collective 
enterprises, we should continue to explore ways to exercise such operation 
methods as leasing, transfer and cooperative management, sum up experiences 
in a timely manner, and work out specific policies and measures so that 
they can be invigorated even more. 


All enterprises should learn from the experiences of Ma Shengli, and make 
their operation aid management successful. We should further improve 

the economic responsibility system, with contracts as its major form, 
enforced by enterprises; pay attention to basic managerial work; enhance 
the competence of enterprises; grasp technical transformation and 








technological progress; improve product quality; reduce consumption; 
and develop new products continuously. We should strive to tap the 
potential of enterprises and increase their competitive edges. 


In dealing with loss-making enterprises, pertinent provincial departments 
Should coordinate with prefectures and cities to give specific assistance 
to the enterprises one by one, and analyze the factors for their losses, 
and adopt effective measures to help them stop deficits within a definite 
time. As to those which cannot stop deficits within the definite time, 
we should resolutely close them down, suspend their production, merge 
them with others, change their production lines, and transfer them. 

All localities should select a few typical loss-making enterprises, to 
which a "warning of bankruptcy" should be issued, stating with unequivocal 
terms that their property will be frozen, their loans should be repaid, 
and their staff and workers will be given Living expense alone. In this 
way, enterprises will be given the pressure to push them to think of 
methods and ways of existence and development amid competition. 


2) We should continue to readjust rural production setup, and stimulate 
an overall development of the rural economy. 


We should further readjust grain structure successfully in line with the 
policy of "never slackening grain production while vigorously developing 
the diversified economy," and with market demands and natural conditions. 
Grain production should be vigorously expanded in areas suitable for 
grain production. The variety of grain should be readjusted, and per 

mu yields raised so as to improve the quality of grain and diversify its 
variety. In areas not suitable for grain production, we should plant 
crops in line with local conditions. We should also bring the acreage 
of cottonfields under control, and guarantee the overall development of 
grain, cotton, oil-bearing crops and vegetables. Beginning 1986, our 
province should gradually build a corn production base in the eastern 
part of the province, and a cotton production base in Heilonggang area. 
Other localities should also give play to their advantages and establish 
production bases of farm, sideline, native and special products on the 
basis of their specific conditions. In building the production bases, 
we should make scientific research, production, processing, purchases, 
packing, transportation, storage, commodity inspection, marketing, and 
information supply coordinate with one another; eliminate the barriers 
between different administrative areas and departments; and develop 
both laterally and vertically flexible cooperation so that better 
economic results can be achieved. 


We should regard the development of the "30 percent mountainous areas, 
10 percent coastal areas and 10 percent highland areas" as one of the 
strategic priorities of economic development. In August and September 
this year, more than 3,000 cadres of the province were organized and sent 
to mountainous and coastal areas to conduct investigations. We plan to 


hold a large-scale discussion in November to study and formulate develop- 


ment plans and define the areas where we will make breakthroughs in 


development next year. Some special policies and specific measures should 





be implemented in developing the "30 percent mountainous areas, 10 percent 


coastal areas and 10 percent highland areas." First, we should establish 
"development funds."" Funds earmarked by the province and various prefec- 
tures for development of mountainous areas should be used in a concentrated 
manner for solving problems that need immediate solutions on a priority 
basis. Second, we should render great support in science and technology, 
and in qualified personnel. In the future, proper methods should be 
adopted to send more graduates of colleges and secondary vocational 

schools to these areas for work. Preferential treatment applied to the 
intellectuals in the highland and remote mountainous areas, which was 
already worked out, should be implemented. Third, the provincial CPC 
Committee decided to transfer 10,000 cadres to mountainous areas and plants 
to help the work of remote mountainous areas, old revolutionary base 

areas, and loss-making enterprises. Fourth, the administrative divisions 
of remote mountainous areas and old revolutionary base areas should be 
properly readjusted in such a way that they can be organized and led more 
properly, and that their economy can be developed further. Fifth, we 
should formulate special policies on education, public health, and family 
planning to suit the characteristics of mountainous areas. I have put 
forward only a few. I hope that various localities and departments will 
study and work out more feasible and specific measures. 





"ownship enterprises should be developed in an active and stable manner. 
Priorities should be given to processing of farm and sideline products, 
construction and building material industry, small-scale mining industry, 
small hydropower stations, and services prior to and after production, 
such as the storage, packing, transportation, supply, and marketing otf 
farm and sideline products. Funds for development of township enterprises 
should be raised mainly through self-reliance, and such enterprises should 
develop according to their capacity so as to progress steadily, and 

avoid ill-considered development. 


All prefectures, cities, counties, and townships should set up and improve 
the rural commodity production service network to render services in the 
various fields of technology, information, supply and marketing, storage, 
and transportation, and promote joint operation through extensive services. 


The work to support the poor and relief work should be strengthened 
conscientiously. Although we reaped a good agricultural harvest this year, 
the damage by natural disasters in some areas is very serious, and even 
devastating in some cases. Even in the areas with good harvests, some 
townships, villages, and households here and there suffer damages. In 
order to help poverty-ridden areas and the areas heavily stricken by 
disasters, we should learn from and popularize the experience of Baoding 
Prefecture in launching the activities of "visiting the rich to ask for 
ways, visiting the poor to help them become rich, and visiting the 
virtuous to ask for ability,” 
getting rid of poverty and achieving prosperity, and help the masses 
develop production through various channels and ways. Relief funds and 
funds for supporting the poor should be used properly to ensure priorities. 
They should not be used in such a manner as spraying "pepper." Great 


help every household to map out plans for 











2>fforts should be exerted to organize for export of labor service in 
order to increase income. We should broaden our field of vision and master 
the skills for achieving wealth. In the future, when recruiting temporary 
Or contract workers, enterprises run by counties or townships should 

ive priority to those trom poverty-stricken townships and villages. 


The phenomena of arbitrary occupation of farmland and arbitrary collec- 
tion of fees in rural areas should be stopped resolutely. The provincial 
government already issued documents on banning arbitrary occupation of 
farmland. With regard to the problem of arbitrary collection of fees, 
this session has formulated through discussions the "circular on banning 
arbitrary apportionment and collection of fees and lightening the burdens 
on peasants." The provincial government also prepares to promulgate it 
to the masses in a form of notice. All localities and departments should 
implement it conscientiously. 


3) We should bring the scope of capital construction under control to 
ensure the construction of key projects. 


Next year, investment in all constructions should be brought under control, 
except for that used in the construction of primary and middle schools. 

All departments at all levels should strictly control the scope of the 
capital construction to be undertaken in the coming 2 years. Construc- 
tions not covered by plans should be cut down in order to guarantee 
planning projects; nonproductive investment should be curtailed in order 

to ensure productive ones; investment in other fields should be reduced 

to ensure that in energy, communications, telecommunications, raw materials 
and light and textile industries; and projects requiring Long construction 
periods and yielding slow results should be stopped in order to ensure 
those that require short construction periods and yield stable and quick 
results. All new projects should be controlled strictly and be examined 
and approved at every level. [In addition, we should not increase the 

quota of and investment in the projects under construction without 
permission. With regard to the capital construction projects not covered 
by plans, in particular, all prefectures, cities, and counties please 
examine and approve them one by one resolutely according to the stipula- 
tions of the central authorities and the requirements of the provincial 

CPC Committee and government, and ensure, postpone, stop, or suspend those 
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which should be done so. 


The focus of the investment in fixed assets should be shifted to the 
technical transformation and reconstruction of the existing enterprises 

in an effort to expand production chiefly by intensive means. Financial 
and material sources for the projects covered by plans, especially the 

key construction projects of the state and the province, should be 
guaranteed. Favorable conditions should be created actively for the 
application of public bidding and contract responsibility system to all 
construction projects from designing to construction in order to accelerate 
construction speed and raise investment returns. 


VU 





4) We should strengthen financial management, and strive to increase 
revenue and economize on expenditure. 


Over the past few years, our province has seen a turn for the better in 
the financial situation, but we must not, in any way, slacken our efforts 
in this regard. The beginning of price and wage reforms will add to the 
expenditure in 1986. This year we should try our best to overfulfill the 
revenue target and curtail expenditure. In 1986, our financial work 
should be aimed at the following three points: 


First, we should, in line with the financial situation of various 
localities, apportion once again revenues and expenditures between the 
central and local authorities, change the past single-purpose financial 
management system, give different guidance to different cases, and 
implement different methods on revenue and expenditure in different 
prefectures, cities, and counties. We plan to hold a meeting in late 
October to discuss the financial system, sum up experiences, and study 
policies. At the planning work conference to be held in December, we 
will put forward some programs, which will be put into effect in January 
1986 after being discussed and decided by the provincial CPC Committee. 


Second, we should pay attention to helping those counties, which have 
accepted state subsidies, to change their backward situation. All 
counties which accept state subsidies should do their accounting in 
detail in order to grasp their real financial situation; should reckon 
up their earnings and spendings and then tell the real figures to cadres 
and masses across their counties; and should work out measures to change 
the situation of accepting subsidies within a set time. We suggest that 
all subsidized counties make careful calculation and strict budgeting, 
keep expenditures within the limits of income, and practice strict 
economy. Those departments with too many staff members should streamline 
their organizations, and arrange for the staff members, cut down from 
their offices, to do production and service work. Those subsidized 
counties should not purchase cars, nor build office buiidings, hostels, 
and dormitories. The provincial, prefectural, and city financial 
departments should strengthen their supervision on and give support to 
those subsidized counties, and should give necessary financial supports 
to those poverty-stricken counties with actual difficulties in an effort 
to help them develop the commodity production, the educational, scientific, 
and technological undertakings and strengthen their economic vitality 
and reserve strength. But, on no account should these counties spend 
financial subsidies on administrative affairs. 


Third, we should intensify the financial construction at the township 
level. All townships and towns should establish and amplify their 
financial organizations, and definitely clarify the limits of revenues 
and expenditures so that they can actually form a level of finance, and 
give full play to their functional role. 








5) We should accelerate the reform of the circulation system, vigorously 
develop the planned commodity economy. 


We should thoroughly emancipate our minds, open wide the gate of urban 
and rural areas, and strive to open up a large-scale commodity economic 
market under the guidance of the state plans. In light of the commodity 
circulation situation in the province's history and the province's and 
foreign experiences, we should make breakthroughs in the following three 
fields in opening up the commodity economic markets. First, we should 
break with the decentralized and closed markets, and establish open 
markets. Second, we should develop the markets of various economic sectors. 
With the concerted efforts of the state, collectives, and individuals, 
and with the joint efforts of workers and peasants in urban and rural 
areas, we should effect a coordinated development of various economic 
sectors and economic forces on the unified markets. We should give full 
play to the predominant role of the state-run commercial departments. 
Third, we should break with traditional concepts on commodities, expand 
the scale of commodities, and develop the pluralistic market. In 
addition to the traditional commodities, all the production means, 
scientific, and technological findings, and commodity informations can 

be regarded as commodities and put on the market. In this way, we cannot 
only enliven the circulation and promote the development of the commodity 
economy, but also help enhance the competitiveness of commodities, and 
promote the development of enterprises. All enterprises should be forced 
to brave the storm of competition and face the outside world. Through 
market competition, those of superior quality should be developed and 
those inferior should be eliminated. We should never protect backward- 
ness. Next year, all localities should boldly make explorations in this 
regard, and strive to make new progress. 


We should intensify our economic and technological cooperation with other 
provinces, municipalities, and regions of the country, and further expand 
lateral economic ties. 


We should actively open up foreign markets to increase forei, exchange 
earnings. Departments at various levels, and relevant enterprises should 
try their utmost to fulfill their tasks for producing export commodities, 
and provide abundant supply of goods. Foreign trade departments should 
actively open up avenues for and support production, and make arrangements 
for new channels of goods supply. Next year the province will hold a 
discussion meeting on international economic and technological cooperation, 
and on export commodity trade in an effort to expand foreign trade 
continuously. In the use of foreign exchange, we should enforce the 
policy of "allowing those who create foreign exchangeto use foreign 
exchange, allowing those who create more to use more, and banning those 
who create none to use any" so as to encourage various localities, 
departments, and enterprises to export more and earn more foreign 
exchange. 
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We should strengthen control over commodity prices and markets to protect 
consumer interests. Effective measures should be adopted to resolutely 
check arbitrary price hikes of vegetables, meat, eggs, and milk, which 
have a vital bearing on the people's lives, and the prices of industrial 
goods for daily use. State commercial departments should fully perform 
their function as a major channel, and actively participate in market 
regulation in order to maintain price stability. Commodity price manage- 
ment departments should intensify their guidance and coordination to the 
negotiated prices of farm and sideline products, strengthen control over 
the prices of the means of production, pay close attention to the 
fluctuations of the prices on markets, reinforce the supervision over and 
inspection on commodity prices, and deal resolute blows to arbitrary 
price hikes and monopoly through fraud. Industrial and commercial 
administrative departments should strictly investigate and handle the 
illegal activities of producing and selling fake and shoddy goods. 


6) We should make arrangements to apply technologies and to tackle 
technical difficulties in order to expedite technological progress. 


We should make great efforts to organize the diffusion and transfer of 
scientific and technological achievements to the production fields. 

We should give full play to the role of technological markets, and 
establish and improve various technological development service organiza- 
tions. Various measures should be adopted to transfer and diffuse 
technological achievements and scientific and technological information 
to production fields, especially small and medium-sized enterprises 
township enterprises, and the vast rural areas. "Inconspicuous” teci- 
nologies should be fully used in order to improve economic results. 


We should select some scientific and technological projects which are 
more significant in serving as examples and in being popularized, and 
which can yield "stable and quick" economic results, and organize forces 
to develop them and tackle their technical difficulties. In agriculture, 
the development priority should be given to the Taihang Shan, Yan Shan, 
the highland area, the Heilonggang area, coastal areas and beaches, and 
the study and planning for building bases for the production of corn, 
cotton, and dried and fresh fruits should be speeded up. In industry, 

we should emphasize textile, ceramics, building material, foodstuff, 
fodder, energy, and raw material industries, and exert great efforts to 
develop a series of new technologies, methods, and products and to tackle 
technical difficulties aiming at increasing the variety and improving the 
quality of products, reducing raw material consumption, and improving 
economic results. 


We should conduct extensive technological cooperation, greatly develop 
the various forms of scientific research-production associations, and 
encourage scientific research units and colleges and universities to gear 
themselves to the needs of society and closely coordinate their work 


with economic construction. 








We should intensify intellectual development, and develop education. 

The overall reform of education should be stepped up in line with the 
arrangements of the CPC Central Committee for educational reform. Next 
year, priority should be given to teachers’ training, and vocational and 
technical education. 


3. Conscientiously Improve [Ideological and Work Styles 


Good ideological and work styles are important guarantees for us to make 
a success of economic construction and reform, and to establish close 
ties with the masses, and consolidate and develop the excellent situation 
of stability and unity. In leading the party and the people to carry 
out protracted revolutionary struggles, Chairman Mao established in the 
party the three great fine workstyles of integrating theory with practice, 
forging close ties with the masses, and conducting criticism and self- 
criticism. During the 10-year turmoil, such workstyles were seriously 
damaged. Since the 3d Plenary Session of the llth CPC Central Committee, 
the party's fine traditions and workstyle have been gradually restored, 
the relations between the party and the government on the one hand and 
the people on the other have become closer, and a situation of stability 
and unity has appeared. We should value this situation, and consolidate 
and develop it. Leading cadres at various levels, veteran comrades in 
particular, shoulder heavy responsibility for inheriting and carrying 
forward the party's fine traditions, and for "passing on experience to, 
giving help to, and setting an example for" young cadres. We should be 
determined to achieve remarkable results in changing our workstyle. 

First of ail, our leading cadres at the provincial level should set 
themselves as examples and subject themselves to the supervision of 
others. Cadres of various departments at various levels throughout the 
province, especially party and government leading cadres at and above the 
county level, should achieve a great change in their workstyle. Here, 

[ would like to emphasize three issues: 


L) We should go deep into the realities of life, and do our work ina 
down-to-earth manner. 


The current tasks for reform and construction are very arduous, and many 
problems await timely and proper solution. Leading organs and leading 
cadres at various levels should overcome the defect of engaging in empty 
talk, paying lip service, and doing work for appearance's sake; work in 
a down-to-earth manner; and do more solid, meticulous, and painstaking 
work. At present there are four tasks that leading comrades at various 
levels should be reminded to pay attention to and to carry out success- 
fully. First, it is necessary to further improve the relations of our 
party and government to peasants. In particular, it is necessary to act 
according to policies and carry out more meticulous persuasion when 
dealing with the issues closely related to the peasants’ production and 
livelihood, and avoid impatience, coercion, and commandism in order to 
avoid being divorced from the masses. Second, it is necessary to do a 
good job with regard to the retirement of old cadres. It is necessary 
to show concern for them politically, take good care of their lives, and 
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enable them to spend their remaining \ears ppil 


Third, it is necessary to make good job arrangement. or ar a 

are transferred to civilian job. Fourth, i 

for the thinking, study, and lives o! the idents of rile 
university, and conduct successful iccolog. al 4 Li'l . 101 


them. Office cadres at and above the county level, in particular ieading 
cadres, should go to plants, rural areas, and schools more often 

conduct investigations and study and give face-to-face guidance. On the 
one hand, all departments should frequently organize investigitions and 
Study of the major issues of their own departments within the scope of 
their responsibility. On the other, we should organize all relevant 
departments to investigate and study in coordination the important tasks 
concerning the overall situation. The emphasis of the investigation 
should be placed on how to proceed from reality and from the implementa- 
tion of the CPC Central Committee's proposal for the "Seventh 5-Year" 
Plan in studying and working out specific measuresfor implementation 

by our own localities and departments; on investigating and studving wavs 
for us to carry out reform successfully, and for economic functional 
departments to establish and improve a system of indirect control to meet 
the need for sustained, stable, and coordinated economic development; 

and on ascertaining the problems of the masses that should be solved 

with our help, and taking the initiative in helping them study and solve 
the problems. The investigations and study should be organized meticulously, 
and attention should be paid to methods and actual results. In order 

to solve problems in a down-to-earth manner, the cadres we send should 

be small in number but highly competent, the tasks should be clearly 
defined, and the work should be thorough. The cadres should go to 
mountainous, coastal, and highland areas, to poverty-stricken areas, to 
financially subsidized counties and to enterprises sustaining losses, 

and exert painstaking efforts to help them change their backwardne 

as soon as possible. As long as we conduct investigations and study in 
some fields of work systematically every year, solve some major problems, 
and do some solid work, we will make new progress in our tasks every year, 
and we will win the support of the masses. 


' 


2) We should streamline organs, and be determined to pet rid of "mountains 


of documents and meetings." 


During the past few years, we have paid attention to simplifying documents 
and reducing meetings. However, the problem of excessive documents and 
meetings still exists to a serious extent. As far as our provincial 
government is concerned, the number of formal documents printed and issued 
from January to August this year was 7.1 percent more than in the same 
period of last year. The number of documents, reports, bulletins, and 
periodicals printed and issued by various provincial departments was 

even larger. According to statistics, 39 percent more meetings were 

held by the provincial government from January to August this year than 

in the same period of last year. The number of professional meetings 

held by provincial departments was even greater. It was from the 

unwieldy and overstaffed administrative organs that the chronic and 
stubborn disease of "mountains of documents and meetings" stemmed. 














The size of our province's administrative organs as prescribed by the 

state has already been exceeded. Our provincial government should also 

be responsible for this problem because it was the government that 

started setting up some organs and recruiting some extra personnel. 
Administrative organs must be reformed and simplified. The province, 

as well as various prefectures, cities, and counties, should actively 
explore feasible methods. We should strictly control documents, statistical 
tables and reports, and various periodicals. We should not issue documents 
that do not pinpoint and solve problems, nor should we publish bulletins 
and periodicals that report ordinary work situations. We should resolutely 
control and reduce the number of meetings. Meetings without prior 
investigations and study and meetings not dealing with concrete matters 
relating to work should not be held, nor should there be meetings for 
commendation, celebration of victories, and study. Inspections that 

cannot solve problems should not be conducted, either. Every level should 
formulate specific stipulations on reducing meetings and documents, and 
establish and improve the personal responsibility system in organs so 

that leading cadres can truly free themselves from “mountains of documents 
and meetings,” and concentrate their efforts on major work. 

3) We should practice frugality and develop all undertakings through 
thrift and hard work. 


Thrift and hard work are the glorious traditions of our Chinese nation, 
and the national policy of the country. We should persistently adhere 
to the principle of building up the country and developing all our 
undertakings through thrift and hard work, and use our Limited funds 
where they are most needed in the four modernizations. 





Ours is a people's government, that should always bear the people's 
interests in mind in doing everything. We should hishlv value the strength 
of the country and the people, and the results of the labor of the people, 
and always maintain the workstyle of thrift and hard work. We should 
make meticulous calculations, strictly enforce financial and economic 
systems, and stress the system of having specialized personnel approve 

the use of money so that all the money that should be used is used 
properly and none is wasted. We should clearly distinguish official 
business from private business, and work selflessly for the pubLic 
interest. The use of public office for private gain and the arbitrary 
squandering of the people's property and money will never be permitted. 

We should also forbid people to take advantage of meetings, visits, 
checkups, emulations, inspections, and experience-exchange activities to 
indulge in extravagant wining and dining and tours with public funds, 

thus causing waste. Those who create serious impact should compensate 

for the economic losses, and leading persons of the units that sponsor 
such activities should be held accountable and even be punished according 
to discipline. Send-off and welcome meetings should be held economically. 
Receptions for leading comrades from higher levels should he simple. 

We should not host feasts or present gifts with public funds, and "pay 
tribute" with native and special products at every level. Leading cadres 
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at every level should have the spirit of "planning and worrying ahead of 
the people and enjoying the fruits after the people,” carry out arduous 
struggles, share weal and woe with the masses, serve the people whole- 
heartedly, and set themselves as good examples for the masses of cadres 
and people. 


The current political and economic situation of our province is good, but 
the tasks facing us are also heavy and arduous. We should resolutely 
implement the guidelines of the National Conference of Party Delegates, 
work in unison, unite as one, and make new contributions to our province's 
socialist material and spiritual civilizations. 
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JPRS-CEA*85-110 
17 December 1985 


PROVINCIAL AFFAIRS 


SHANDONG ACHIEVES GOOD ECONOMIC DEVELOPMENT IN 1984 
SK180550 Jinan DAZHONG RIBAO in Chinese 3 Nov 85 p 1 


[Text] Shandong Province achieved a coordinated economic development in 
1984. It reaped a comrpehensive bumper agricultural harvest and achieved 
an all-time high in the output of grain, cotton, andpeanuts. In the wake 
of achieving an increase of 15.4 percent in the total agricultural output 
value in 1983, the total agricultural output value of last year reached 
31.6 billion yuan, an increase of 21.4 percent over 1983. The rural 
structural reform and the reform of the production structure deeply 
developed. The agricultural structure is becoming rational, diversified, 
and business-like. 


A good trend of unceasing growth emerged in industry. The province as 

a whole achieved a fairly rapid development in industrial production in 
the course of reforming the economic structure and basically achieved 
simultaneous increases in economic results and the growth rate. The total 
industrial output value reached 45.62 billion yuan, overfulfilling the 
annual plan by 8.6 percent and showing an increase of 12.5 percent over 
the previous year. Shandong Province further strengthened the development 
of new products and successfully manufactured on a trial basis some 

1,000 new products during the year, of which 84 products filled a void in 
China. The province as a whole had 175 products being named ministry- 
level quality products, and 570 being graded as provincial-level quality 
products. Last year was a year with the greatest number of quality product 
varieties. During the year 38 products won state quality awards. 


A new situation was created on the capital construction front. The 
construction structure became more rational and the construction of key 
projects was strengthened. The proportion of investment in energy, 
communications, science, technology, culture, and education increased. 
The progress of the large and medium-sized projects under the plan was 
better than that of the previous year. The construction of Shijiu Port, 
the Yanzhou-Shijiazhuang Railway, and the 300,000 metric ton ethylene 
project was being vigorously carried out. The completion and the operation 
of the Yantai synthetic leather plant provided not only more and more raw 
materials for the light industry but also stimulated the development of a 
number of local industries. 
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New progress was made in opening to the outside world. This province had 
done much in utilizing foreign capital, importing technology, and developing 
joint ventures as well as the Qingdao and Yantai economic and technological 
development zones. Fruitful achievements were made. In the first half of 
last year, the province as a whole utilized foreign capital to import 

383 technological items involving a total sum of more than $220 million. 
Last year the province's total value of foreign trade and export commodities 
was estimated at $2 billion, an increase of more than 10 percent over the 
previous year. 
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JPRS*CEA*85«1 10 
17 December 1985 


PROVINCIAL AFFAIRS 


HUNAN SCIENCE, TECHNOLOGY MEETING CONCLUDES 
HK160255 Changsha Hunan Provincial Service in Mandarin 2300 GMT 15 Nov 85 


[Excerpts] The provincial science and technology work conference concluded 
on 15 November after 5 days in session. Comrade Liu Zheng, deputy 
secretary of the provincial CPC committee, made a speech. He called on 

the participants to seize on the excellent situation, continue to promote 
reform of the science and technology structure, do a good job in scien tific 
research and in popularizing the fruits of science and technology, and 
provide better service to social and economic development. 


In order to make a success of this meeting, the principal leading comrades 
of the provincial CPC committee and government Mao Zhiyong, Xiong Qingquan, 
Liu Zheng, Sun Wensheng, and Wang Xiangtian -isited some research units 

in Changsha, Zhuzhou, and Hengdong to inve ;cigate and study and listen 

to people's views. They also spoke at the meeting. 


In his summation, Comrade Liu Zheng said: Hunan has already scored great 
success in reform of the science and technology structure. However, 
there are also some difficulties and problems. He called on the science 
and technology departments to maintain firm confidence in reform. The 
leaders at all levels must show concern for the science and technology 
personnel and actively support them in the reforms. 


With regard to certain people peddling leftist stuff and attacking and 
injuring reformers, Comrade Liu Zheng angrily saidthat this is disgraceful 
conduct. 


Comrade Liu Zheng said: When transforming the fruits of science and 
technology into productive forces, it is necessary to put social effects 
in the first place, and produce more and faster results. 
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17 December 1985 


PROVINCIAL AFFAIRS 


HUNAN ADOPTS DECISION ON STATISTICAL WORK 
HK2107i6 Changsha Hunan Provincial Service in Mandarin 1100 GMT 19 Nov 85 


[Excerpts] On this afternoon, the 16th session of the 6th Provincial 
People's Congress Standing Committee adopted the decision on strengthening 
statistical work. 


The decision stated: Statistical work is an important foundation work 
of socialist modernization. 


The decision urged that we must uphold the scientific attitude of seeking 
truth from facts and judging everything from reality. We must oppose the 
unhealthy tendency of practicing fraud. We must augment and strengthen 
the organizations in charge of statistical work, particularly the work 
force at the grass roots. We must improve the political consciousness 
and professional skills of the workers. We must improve the working 
conditions, and support and protect them in the areas of independently 
exercising their authority of conducting surveys, preparing reports, 

and supervising the statistical work. We must heighten their understanding 
of the legal system, and greatly propagate and implement the law on 
statistics, so that the statistical work will gradually develop the work 
style of stressing the law. We must seriously deal with the offenders 
who committed serious mistakes and violated the law on statistics. Those 
who commit crimes must be handed over to the judicial organs. 
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PROVINCIAL AFFAIRS 
YUNNAN RIBAO ON PROVINCIAL ECONOMIC SITUATION 
HK200418 Kunming YUNNAN RIBAO in Chinese 30 Oct 85 p lL 
(Report by Zhang Tingjun [1728 1656 0193]: "Yunnan Province's Economic 


Situation Between January and September of This Year is Fine" ] 


\Text] During the first 9 months of this year, the economic development 
of our province was relatively coordinated and with good results. The 
market was brisk and the people's livelihood was further improved. 
Following are some highlights: 


First, agricultural production advanced admidst the readjustment. This 
year, as we have carried out a preliminary readjustment of the agricultural 
production structure in our province and increased by a big margin the sown 
areas of cash crops of the planting industry, the output of such cash crops 
as cured tobacco, sugarcane, and others will increase by a big margin. 

Due to plentiful rainfall from early summer, most areas in the province 
suffered from waterlogging in varying degrees. Still, though it is 
estimated that total grain output this year will be less than that of last, 
it will still be comparable to 1983 levels. 


Second, industrial production is developing in a coordinated way. From 
January to September, total industrial output value in our province was 
9.103 billion yuan, an increase of 16.8 percent over the same period last 
year. Of this, the growth rate of light industry was 19.7 percent, heavy 
industry 14 percent. Light industry outgrew heavy industry, the proportion 
of light industry to heavy industry being 1 to 1. It is gratifying that 
the production tempo of machinery products has apparently slowed down. 
Growth in the production of marketable high-grade consumer durables remains 
very fast, while energy and raw material industries are growing steadily. 
This creates conditions for the sustained and coordinated development of 
other industries and the economy as a whole. Meanwhile, economic efficiency 
has increased significantly. And the sales income, realized profit taxes, 
and delivered profit taxes have all outgrown output values. 


Third, the investment structure of capital construction has been readjusted 
and investments in energy, transportation, and other departments have 
increased. During the January-September period, the proportion of 
productive capital investments in the province accounted for 59 percent, 
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with the proportion of non-productive capital investments being 41 percent. 
Investments in :-nergy departments rose by 71.8 percent and in transporta- 
tion, posts, and telecommunications departments by 144 percent. However, 
the growth rate of investments in capital construction as a whole still 
amounted to only 57.4 percent. 


Fourth, rural and urban markets were brisk. Total retail volume of social 
commodities in the first half of this year rose by 31.4 percent over the 
same period last year. With consumption funds being now brought under 
control, the growth rate starting in the third quarter began to drop. 

From January to September the retail volume of social commodities amounted 
to 6.029 billion yuan, an increase of 28.8 percent over the corresponding 
period last year. Of this, growth in the retail volume of consumer goods 
was bigger than elsewhere; growth was greatest in the sales volume of 
consumer durables. 


Fifth, the people's livelihood was further improved. According to a sample 
survey, the per-capita monthly income of worker and staff households in 
our province reached 59.56 yuan during the January-September period. This 
was an increase of 33.3 percent over the same period last year. Allowing 
for inflation, the growth rate still registered 19.3 percent. From 
January to September, the per-capita net cash income of peasants was 
178.72 yuan, an increase of 22.6 percent over the same period last year. 
After deducting increases due to inflation, the growth rate still reached 
17.9 percent. By the end of September, the savings deposits of urban and 
rural residents for all of the province amounted to 2.87 billion yuan, an 
increase of 0.65 billion yuan or 29.1 percent over the end of last year. 


Judging from what took place from January to September, the fast growth 

of industrial production and the excessive growth of consumption funds 

have now been brought under control. However, the excessive growth of 
investments in fixed assets has not yet been brought under control. In 
particular, control over the drastic growth in unplanned investments needs 

to be further strengthened. It is still necessary to increase the produc- 
tion and supply of marketable products of textiles and other light industries, 
as well as meat and vegetables, and make good arrangements for the New 

Year and spring festival markets. The problems concerning the oversupply 

of cured tobacco should also be settled vigorously. 
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17 December 1985 


PROVINCIAL AFFAIRS 


SHANDONG FULFILLS NATIONAL ECONOMIC PLAN FOR JAN-SEP 
SK160142 Jinan DAZHONG RIBAO in Chinese 29 Nov 85 p 1 


[Text] A situation in which production was developed in a coordinated 
manner, the pace of key construction projects was accelerated, and urban 
and rural markets were brisk, emerged in the January-September period of 
this year through readjusting and reforming the national economy. In 
the first half of this year, the province preliminarily achieved control 
over the phenomena of dislocation in certain fieldsand maintained a 
sustained, steady, and coordinated development in the national economy. 


Progress was wmade in agricultural production. Our province has preliminarily 
readjusted the rural production structure since the beginning of this 
year. 


As for agricultural industry, the cotton-sowing areas were reduced, the 
areas for growing cash crops increased by a big margin, and the grain- 
sowing areas really increased again. The summer grain output increased 

by 1.4 billion jin over last year. Although the autumn grain output was 
reduced due to typhoon and climatic influence, the total annual grain 
output is expected to reach over 62 billion jin, an increase of 1.2 billion 
jin over last year. The annual cotton output is expected to reach more 
than 22 million dan. The output of cash crops may increase by a big margin 


thanks to expanding the sown areas. The output of peanuts is expected 
to set a record. The output of jute, bluish dogbane, and flue-cured 
tobacco increased by a big margin. The production of eggs and meat 


remarkably increased. While agricultural production sustainedly increased, 
overall developments were made in forestry, animal husbandry, sideline 
production, and fishery. The total agricultural output value is expected 
to show an increase of 12 percent over last year. 


The trend of an excessively high increase of industrial production was 
brought under control and the industrial production tended to develop 
steadily and coordinatedly. In the January-September period, the province's 
total industrial output value increased by 23.87 percent over the corres- 
ponding period of last year, of which the light industrial output value 
increased by 26 percent and the heavy industrial output value by 21.4 
percent. The overly high growth rate of industrial output in the first 

half of this year tended to slow down from July. The proportion of the 
light and heavy industries was gradually coordinated and the economic 
results were improved. 
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The communications and transportation situation was good. By the end of 
September, the volume of passenger transportation by all means increased 
by 26.7 percent, of which the volume of passenger transportation by cars 
increased by 26.8 percent. The province may fulfill the annual passenger 
transportation plan 1 month ahead of schedule. The volume of goods 
transported by specialized households and sideline occupation households 
increased by 21.8 percent over the corresponding period of last year. 


Key projects were under rapid construction. In the January-September 
period, the province had made an investment of 73.5 percent of the annual 
plan made ai the beginning of this year in 29 large and medium-sized 
projects. The province had completed 7/7 percent of the construction 
plans, made at the beginning of this year, for 11 key projects that should 
be constructed in accordance with the state-fixed time. We have accelerated 
the construction of such projects that are planned to put into operation 
this year as the Shijiu Harbor, the Yanzhou-Shijiusuo railway, the single- 
item No 8 wharf of the Qingdao Harbor, the No 1 generating unit of the 
Zouxian powerplant, and the Baodian pit. These projects are expected to 
be completed and go into operation on or ahead of the schedule by the end 
of this year. 


Revenue increased and the expenditures on wage distribution were brought 
under control. In the January-September period, the situation of revenue 
and expenditure was good. In terms of comparable items, revenue increased 
by 22 percent over the corresponding period of last year. The expenditure 
increased by 21.62 percent over the corresponding 1984 period after 
deducting the factors that above-quota grain and edible oil are purchased 
at added prices. From July, the excessively high increase of consumption 
funds was markedly brought under control and the tendencies of arbitrarily 
giving bonuses and subsidies were basically eliminated. 


Urban and rural markets were brisk and the people's savings deposits 
increased. Since September, the urban and rural markets of the province 
have comparatively been brisk. The volume of retail sales of commodities 
increased by 24.5 percent over the corresponding period of last year. 

The transaction volume of the urban and rural trade fairs increased by 

29.7 percent. ‘The savings deposits of the urban and rural people increased 
by a big margin. As of the end of September, the savings deposits of 
residents increased by 42.37 percent over the corresponding period of 

last year. 
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December 1985 


PROVINCIAL AFFAIRS 


SHANDONG HOLDS MEETING TO DISCUSS 7TH 5-YEAR PLAN 
SK160544 Jinan Shandong Provincial Service in Mandarin 2300 GMT 15 Nov 85 


[Text] The second meeting of the provincial commission for research for 
economic and social development strategy opened in the Nanjiao Hotel, 
Jinan, on 15 November. 


The meeting is aime? at discussing the main points of the Shandong 
Province's Seventh 5-Year Plan drafted by the provincial planning 
commission, and making constructive suggestions on economic and social 
development during the Seventh 5-Year Plan period for the provincial CPC 
Committee and the provincial government to use them as references in 
making policy decisions. 


Liang Buting, secretary of the provincial CPC Committee, and Li Changan, 
deputy secretary of the provincial CPC Committee and governor of the 
province, attended the meeting. Su Yiran, chairman of the provincial 
Advisory Commission and chairman of the provincial commission for research 
for economic and social development strategy, delivered a speech at the 
meeting. 


He said that in discussing ways to arrange Shandong'’s economic and social 
undertakings in the Seventh 5-Year Plan period and to define affairs 
which the province should successfully handle in these 5 years, we must 
pay attention to proceeding from actual conditions and seeking truth from 
facts, enthusiastically make efforts, and act according to our capability. 


(Wang Yuyan), vice chairman of the provincial planning commission, made 
explanations of the main points of the province's Seventh 5-Year Plan. 


(Yu Jingyuan), adviser to the provincial commission for research for 
economic and social development strategy, delivered a report on applying 


systems engineering to the [words indistinct] social economy. 


Ma Shizhong, vice governor of the province, made a report on the arrange- 
ments for the 1986 economic work. 
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PROVINCIAL AFYAIRS 


GANSU OVERFULFILLS TARGETS OF SIXT 5-YEAR PLAN 
HK160920 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 13 Nov 85 


[Text] The province has overfulfilled one year ahead of schedule most 
economic targets set in the Sixth 5-Year Plan. Along with readjustment 
of the rural production structure, the province has rapidly developed 
diversified economy and commodity production. As a result of expanding 
the decisionmaking power of enterprises and tapping potentialities to 
reform enterprises, the province has considerably raised economic 
efficiency in its industrial production. By the end of 1984, the 
province's total industrial and agricultural output value reached 13.7 
billion yuan, overfulfilling by 900 million yuan the target set in the 
Sixth 5-Year Plan. The province has attained the targets set in the Sixth 
5-Year Plan in major industrial products, such as steel, cement, 

timber, petroleum, raw coal, generated electricity, chemical fertilizer, 
and knitting wool. 


As a result of conducting various types of business operations, the 
province's commercial systems have expanded commodity circulation. The 
total retail volume of social goods for 1984 amounted to some 4.26 billion 
yuan, overfulfilling one year ahead of schedule the targets set in the 
Sixth 5-Year Plan. 


The province has increased investment in energy, light industry, textile 
industry, science, culture, education, public health, and urban construc- 
tion. It has also overfulfilled one year ahead of schedule the targets 
set in the Sixth 5-Year Plan in [words indistinct], afforestation, the 
area of irrigated farmland, the electric modification of railways, the 
number of increased students in all schools, and the area of residential 
houses for staff and workers. 
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PROVINCIAL AFFAIRS 


NORTHEAST CHINA FORUM ON ECONOMIC REFORM CONCLUDES 
SK211140 Changchun Jilin Provincial Service in Mandarin 1930 GMT 20 Now 85 


[Text] The Northeast China forum on economic structural reform sponsored 
by the State Commission for Restructuring Economic System concluded in 
Changchun on 19 November. He CGuanghui, vice minister of the State 
Restructuring of the Economic System Commission, spoke at the forum. 


After fully affirming the achievements scored by Northeast China during 
the past few years in restructuring the economic system, Vice Minister 

He Guanghui emphatically expounded on the guiding ideology and tasks for 
the reform in 1986. He pointed out: In judging the current situation 

of the reform, we should mainly determine whether the reform has yielded 
results, whether productivity has developed, and whether the people's 
living standards have been improved. By no means should we waver or lose 
our faith in the reform only after seeing some problems in this aspect. 
Conforming to the principle of stabilizing the economy, and centering 

on continuous invigoration of enterprises, large and medium-sized enter- 
prises in particular, the reform work in the next year should be aimed at 
laying the foundation for controlling and strengthening the macroeconomic 
activities and fostering the idea that people's governments at all levels 
should engage in developing the macroeconomy. People's governments 
should delegate to enterprises the power to manage the microeconomic 
activities. With regard to the reform measures that have already been 
put into practice, we should persist in the principles of mastery, 
supplementation, and gradual improvement, using typical cases. To this 
end, the following two specific tasks should be stressed: First, we 
should actually implement the State Council's relevant stipulations on 
invigorating large and medium-sized enterprises, strive to make still 
greater progress in developing lateral cooperation, vigorously promote 
various forms of economic cooperation between different enterprises, 

and set up various kinds of enterprise groups. Second, proceeding from 
studying the prominent contradictions existing in current economic life, 
we should give priority to solving the inequities or imbalances in 
developing marketing of production means, in the proportion of distri- 
bution within enterprises, in the wage system reform of enterprises, and 
in the social distribution. Those cities that carry out experiments should 
continue to make explorations and experiments in reform. 


During the session of the forum, Governor Gao Dezhan visited with the 
participants of the forun. 
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PROVINCIAL AFFAIRS 


SUPPLY, MARKETING COOPERATIVES IMPROVE SERVICES 
Hefei ANHUI RIBAO in Chinese 9 Sep 85 p 3 


[Article by Yang Guoen [2799 0948 1869], Zhang Bingru [1728 3521 1172], and Qian 
Bin [6929 2430]: "To Speed the Circulation of Goods and the Development of 
Agricultural Production, Anhui's Supply and Marketing Cooperative Network 
Expands Comprehensive Services" ] 


[Text] Following the steady advance of the system's reforms, Anhui's network of 
supply and marketing cooperatives has expanded comprehensive services, speeding 
the circulation of goods and continuously increasing economic profits and social 
benefits. In the first half of this year, net sales totalled 2.6 billion yuan, 
a 20 percent increase over the same period last year. Profits of 72,010,000 
yuan were realized, an increase of 22 percent over the same period last year. 


This year, supply and marketing cooperatives have aided production and have 
improved the supply of consumer goods and the purchase of agricultural and 
sideline goods everywhere. The total value of production materials supplied 
reached more than 58 millin yuan, which includes 1.7 million tons of chemical 
fertilizer, more than 52 million tons of pesticides, and 118,000 pesticide 
applicators. These all were effective in improving agricultural production. 

The quantity of consumer goods supplied also increased, and variety was improved 
as well. Moreover, arrangements were made to supply expensive consumer items to 
the villages. In the first half of this year, the total value of agricultural 
and sideline products purchased reached more than 380 million yuan, more than a 
20 percent increase over ihe same period last year. The value of discarded or 
used goods that were purchased reached more than 31 million yuan, representing a 
comparatively large increase over the same period of last year. The sales of 
agricultural and sideline produce also dramatically advanced. 


12994/12274 
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PROVINCIAL AFFAIRS 


ARMY FARMS ENCOURAGE HOUSEHOLD OPERATIONS 
Beijing RENMIN RIBAO in Chinese 29 Sep 85 p 1 


[Article by Li Kefu [2621 0344 1133]: “Combining the Respective Strengths of 
Army Colonization and Household Operations, the Xinjiang Production and 
Construction Army Corps' Establishment of Family Farms Is Flourishing"] 


[Text] During the past 2 years, Xinjiang's Production and Construction Army 
Corps has taken the superior features of army colonization and combined them 
with household enterprises, using family farms as the starting point to 
implement thorough reforms of the economic system. At present, the Corps has 
intiated almost 60,000 family farm, forest, ranch, and fish operations, and 
economic profits for the entire Corps have visibly increased. 


The Xinjiang Production and Construction Army Corps was established in 1954. It 
has a total membership of 2.5 million and a workforce approaching 1 million. 

The value of its gross industrial and agricultural production is approximately 
one-fourth of the total for the Xinjiang Uighur Autonomous Region. While the 
reform of the agricultural economic system has been underway, the Army Corps, in 
order to fundamentally cure the problem of "dead and poor" that plagued 
state-run farms, has implemented reforms of everything from the management of 
the system to the forms of enterprises, and has moved the output-related system 
of household contracted responsibility to large-scale agricultural colonization 
operations. The Corps, after an experimental trial and review of experience, 
has widely implemented the family farms program since the latter part of 1983. 


After the year of experience gained during 1984, family farms showed their 
superiority. The supply of grain produced by the Army Corps increased 200 
million jin over the previous year, cotton increased almost 300,000 dan, the 
value of gross industrial and agricultural production increased 300 million 
yuan, and per capita annual income increased 160 yuan. However, because 
knowledge varied and experience was limited, some problems emerged in the midst 
of the start of family farms: First, the organizational form had only a single 
form, usually that of having family farms operated by single households. 
Second, the land that was contracted out was divided into parcels that were too 
small and were not suited to the conditions of mechanization and irrigation that 
the Army's previous colonization work had already put into place. Third, some 
agricultural workers had their income reduced, or even suffered losses, because 
their operational capabilities were insufficient, or management was inadequate, 
or for other reasons. Fourth, if only the lower levels are reformed and the 
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upper levels remain unchanged, the cadres at all levels, who continue to draw 
wages, will not be able to share their responsibilities, power, and profits. 
Fifth, management units are overstaffed, and their pre-production and 
post-production services cannot catch up with demand. 


To face the above-mentioned problems, the Army Corps is following a policy of 
stability, adjustment, perfecting, and improvement, continuously adopting 
systematic reforms: 


Organizationally, more kinds of organizational forms and specialties are being 
put into place. Those households that can operate alone may do so; for those 
that cannot, other ways to initiate cooperative family farms can be used such as 
the joint household (several households join together to form one family farm) 
or the team household (one household takes the lead and others join in a 
following role). In addition, agricultural workers can form specialized 
household operations in farming, forestry, ranching, and fishing, depending on 
their own strengths and local natural resources. 


To improve the form of operational management, the contracted land is being 
adjusted partially. Implementing the technique of "centralized cultivation, 
individual household management," the size of contracted fields is being 
tailored to the strengths of the Army's mechanization and irrigation resources, 
as well as fitted to the special characteristics of family operations. The 
economic benefits have clearly increased. 


To assist in the reduction of agricultural labor, a policy of "permit profits, 
reduce waste, delegate power" has been adopted. Moreover, the workers have been 
guided to raise operational standards, develop profits, and seek production of 
items with a quick return of profits. 


The situation of "only reform the lower levels, do not reform the upper levels" 
has been changed so that reforms at both upper and lower levels are implemented 
as a set. The Army Corps is presently studying measures which would hold each 
level of cadres to a three-year contract. Companies would be responsible to 
their regiment; regiments to their division; and divisions to the Army Corps. 
The terms of the contract would cover profits, production totals, quantity of 
produce to be paid for taxes, increases in worker income, and other performance 
indicators. 


Government and enterprise responsibilities are being separated, reducing the 
number of non-production staff. The structure of farm management has been 
reorganized by leaders in administrative offices into a service organization for 
pre- and post-production. 


The household contract responsibility system, taking the household farm as its 
center, has given the Xinjiang Production and construction Army Corps a new 
life. This year, when the total area of grain production has been reduced by 1 
million mu, the total production has remained equal to last year's, and the 
total value of cash crops has far exceeded that of last year's. 
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PROVINCIAL AFFAIRS 


PAPER DEPLORES FOREICN TRADE OFFICIALS FEATHERING THEIR NESTS 
Beijing RENMIN RIBAO in Chinese 18 Aug 85 p 2 


[Letter from Guangxi's Long Xin [7893 2450], Long Hua [7893 5478], Long 
Ping [7893 1627]: "Wuzhou Prefecture Foreign Trade Office Issuing 
Bonuses Indiscriminately"] 


[Text] During a Wuzhou Prefecture party rectification in Guangxi Autonomous 
Region, an event of extreme gravity occurred: the prefecture foreign trade 
office, by taking advantage of the economic reform as an opportunity, by 
making use of its own functions and powers in foreign trade, and by utilizing 
the foreign exchange reserves under its control and the convenience of making 
contacts with foreign merchants, had drawn out without authorization 500,000 
yuan of public funds and used it for purchase and import of a large order of 
video tapes, which were switched into domestic sales, thereby gaining an 
exorbitant profit of 900,000 yuan. With the exception of 300,000 yuan turned 
in tc the prefecture, the remaining 600,000 yuan were all handed out as 
"bonuses." The secretary of the leading party group, Pai Wanshan [4101 5502 
1472], office chief and deputy chiefs, Chen Ya [7115 0068], Mo Kueirong 

[5459 2710 1369], Zhuang Rongmao, were each given a bonus of more than 10,000 
yuan, which made them "10,000 yuan winners" among cadres; the cadres in 
general were each given 6,000 to 8,000 yuan. It was originally decided that 
each person would also receive an imorted color television set, but later 
Deputy Chief Zhuang Rongmao said: "The huge bonuses distributed were already 
a cause of alarm, and it's likely to incur more comments if color television 
sets are handed out." And this put an end to distribution of color television 
sets. 


To the above-mentioned question the masses within and outside the party 
responded bery strongly, for many cadres said indignantly: "Cadres of the 
prefecture foreign trade office were each given a bonus of 6,000 yuan in a 
single payment, which was equivalent to 10 years of wages for an ordinary 
cadre!" 


Pai Wanshan, in his capacity as secretary of the leadiiug party group, by takiny 
advantage of his position and powers during the period of party rectification, 
has resorted to illegal sales of video tapes and indiscriminate distribution 

of bonuses, the amount of which was indeed rarely seen and extremely shocking. 
Nevertheless, after being so greedy for money and acting in violation of law, 
he was transferred to Guilin, where he continued to be an official going 
scot-free. People can not help asking: Why was it that he dared to act so 
audaciously and recklessly? Where are the party spirit and the sense of 
responsibility of the leadership cadres at the higher level? 

12315/9435 
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PROVINCIAL AFFAIRS 


PEASANT FUNDS REPLACE STATE LOANS FOR RURAL, SMALL TOWN ENTERPRISES 
Beijing ZHONGGUO XIANGZHEN QIYE BAO in Chinese 10 Aug 85 p 4 


[Article by Jiangxi Provincial Bureau of Rural and Small Town Enterprises: 
"Marching Onward Are Rural and Small Town Enterprises in Jiangxi"] 


[Text] Guided by the correct line of the 3d Plenum of the 11th Central 
Committee of the CPC, the rural and small town enterprises in Jiangxi, in 

the previous conditions of getting started late on a weak material base, have 
achieved relatively fast development in recent years. By the end of 1984, 
the number of rural and small town enterprises throughout the province grew 
to 253,800; the number of people employed was 1,294,000; gross income for the 
whole year amounted to 2.89 billion yuan, up 24 percent over last year, or an 
increase of 162 percent over 1978; gross industrial output value reached 1.7 
billion yuan, of which 13.1 percent was achieved by rural and small town 
enterprises. Last year, there were 8 counties, each reporting a gross income 
of more than 100 million yuan from its rural and small town enterprises; 36 
villages, each registering a gross income of more than 10 million yuan from 
its rural and small town enterprises; and 85 administrative villages, each 
recording a gross income of more than 1] million yuan from its rural and small 
town enterprises. In that year, the industrial enterprises achieved a total 
of 202 million yuan in profits, paid the state 129 million yuan in taxes, 
which accounted for 8.46 percent of revenues in the province. 


Since the beginning of this spring, rural and small town cr -erprises in 
Jaingxi have again made new achievements, and there has emerged an excellent 
situation never experienced in many years. In the first half of this year, 
the rural and small town enterprises of industries and communications through- 
out the province accomplished a gross income of 1.87 billion yuan; the gross 
value of industrial output amounted to 1.31 billion yuan, in which the gross 
income and the gross output value of the rural and small town enterprises 

of industries and communications registered an increase of 86.9 percent and 
75.3 percent, respectively, as compared with the same period of last year; 
the industrial output value of the individual family-run enterprises and the 
joint family-run enterprises increased 230 percent. Of the 37 categories of 
comparable principal products, 6 had slight decreases in output because of 
the influences of objective factors, but the other 31 scored relatively big 
increases in output, as compared with the corresponding period of last year, 
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including an increase of more than 100 percent in the output of beverage 
and wine, cement products, tungsten ore, etc. And there was also a marked 
improvement in economic results. 


The creation during the first 6 months of the best production level in history 
was made possible by the following distinctive features: First, party 
principles and policies have been carried into effect, being practical and 
realistic has been firmly adhered to, and all has proceeded from reality, with 
a resolute attitude and in a steady pace, thereby not only tightening 
macrocontrol, but also focusing attention on implementation of an internal 
policy of flexible microeconomy. Second, emphasis has been placed on starting 
from reform as the point of departure and on implementing a guiding principle 
of organizing villages and hamlets as well as individual families and joint 
families to run enterprises under a '4-wheel drive" system, with family-run 
enterprises and joint family-run enterprises playing a key role; from 

January to June, the number of family-run enterprises and joint family-run 
enterprises was up 33.2 percent over the same period of last year, and their 
industrial output value was 420 million yuan, which accounted for 32 percent 
of the gross industrial output value of all rural and small town industries in 
the same 6-month period, thus demonstrating the powerful vitality «f such 
industries. Third, attention has been focused consistently on the lower 
echelons, and the peasants have been organized to raise funds for running 
enterprises. Facing a situation of tightening state credits and loans, many 
localities have switched from yesterday's complete dependence on state loans 
to today's reliance on people's raising of funds, in order to surmount the 
difficulties arising from shortage of funds for developing rural and small 
town enterprises. For example, in Cihua Village, Yichun City, funds amounting 
to 1.2 million yuan were raised from people in the whole village this year; 

in Fengcheng County, according to statistical figures, the peasants raised 

21 million yuan in the first half of this year, thereby tremendously 
alleviating the pressure of shortage of funds and laying a foundation for 
starting a series of new and expanded construction projects as well as 
projects of technological reform in the area. Fourth, there has been a timely 
adjustment of the industrial structure as well as a firm grasping of the 
output of consumer goods and the tertiary industry. In Gongzhou, Jian, and 
other localities, the output value of the processing aspect of agricultural 
and sideline products constitutes about 40 percent of the output value of 
rural and small town industries. Also being developed energetically in the 
various localities are businesses, tourism, catering trade, and services 
industry. In the cities of Nanchang, Jiujiang and Jingdezhen, there has 
emerged an excellent situation of suburban peasants swarming enthusiastically 
into cities to establish and run "peasant restaurants" and "tourism centers." 
This fully explains that under the lead rship of the provincial CPC committee 
and the provincial government, the rural and small town enterprises in 

Jiangxi are marching on steadily along a healthy roaa. 
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HENAN WORKERS SHOW PRODUCTIVITY, PROFIT GAINS 
OW141707 Beijing XINHUA in English 1434 GMT 14 Nov 85 


[Textj Zhengzhou, November 14 (XINHUA)--Output and profits are soaring at 
4,800 enterprises in Henan Province where personnel management reforms have 
given workers a say in which job they do, an official here said 


In all, 5,357 state-owned and collective enterprises in the province, employ- 
ing half a million workers, have introduced the experimental system since 
1981. And 90 percent have recorded improvements in performance. 


If the system continues to prove such a success, there is the possibility of 
spreading it to many parts of China. 


Under the new system, workers can group themselves and choose their group 
leaders who, in turn, can also express preferences for the workers they want. 
Both sides have their rights and duties according to agreements. In China's 
enterprises, there are several organized groups in a workshop 


In other parts of China, an employee is assigned to a job by the personnel 
office. Neither the worker nor the group chief has any influence over the 
deicsion. 


Generally, the worker must do the job, even if he or she is poorly skilled 
for it or unhappy about it. This can dampen enthusiasm 


But the new system has improved co-operation between workers and managers, 
and this has led to a rise in productivity, said the official of the provincial 
bureau of labor and personnel. 


A survey of some enterprises using the system, which was carried out by the 
bureau, showed that total output value increased by 39 percent in the first 
half of this year, compared with the same period of 1984, while profits rose 
127 percent. 


Five percent of the companies had not achieved a marked improvement in per- 
formance, and this was blamed on shortages of raw materials, pricing prob- 
lems and other dificulties. 








The bureau official gave a paper-making mill in Luohe City as an example of 
how the system was working. 

The mill, built in 1971, lost four million yuan in its first 10 years, but 
after the reforms were introduced in 1981, it rapidly became viable, and in 
1983, a profit of 617,000 yuan was made. 


Last year, profits soared to 2,100,000 yuan, and half-yearly results indicate 
that the mill could double that figure this year. 


enterprises have also adopted measures to help employees who have not 


been accepted by departmental chiefs because of lack of skills or poor work 


Preferential treatment is given to senior workers and pregnant women. Veter- 
over 50 are sometimes chosen as technical advisers or teachers at train- 


Younger workers can attend training classes. They earn full waves, but do 
not receive bonuses. 


fo absorb surplus labor, land and funds are often provided by the enterprises 
to expand into new Lines of business. 


Ab? 


CSO: 1020/10? 
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PROVINCIAL AFFAIRS 


BRIEFS 


SHANDONG TOWNSHIP ENTERPRISES--During the Sixth 5-Year Plan period 
Shandong Province has rapidly developed township enterprises. The 
output value of township industry has accounted for 19.4 percent of the 
province's total industrial output value, and the income from township 
enterprises has accounted for 37.1 percent of the total rural economic 
income. Most of the products turned out by township enterprises are up 
to standard. [Excerpt] [Jinan Shandong Provincial Service in Mandarin 
2300 GMT 3 Nov 85] /9604 


JINGJI RIBAO OFFICE IN LIAONING--The Liaoning branch office of JINGJI 
RIBAO was established in Shenyang on the morning of 4 November. JINGJI 
RIBAO, a national economic paper directly sponsored by the CPC Central 
Committee, is a vehicle of the CPC Central Committee and the State 

Council for soliciting public opinion. JINGJI RIBAO decided to set up 

a branch office in Liaoning, which plays a strategic role for the nation, 
in order to meet the new requirements for Liaoning's economic development. 
Simultaneously, reporters’ stations were established in Shenyang and 
Dalian, respectively. Resident correspondents have been dispatched to 
various cities, including Anshan. A tea party to celebrate the estab- 
lishment of the Liaoning branch office of JINGJI RIBAO was held and 
presided over by An Gang, chief editor of JINGJI RIBAO, and Zhang Songjia, 
deputy editor of JINGJI RIBAO. Attending the tea party were Li Guixian, 
secretary of the provincial CPC Committee; Quan Shuren, governor of the 
province; and Guo Feng, Li Huang, Wang Guangzhong, Liu Yiyun, Shen 
Xianhui, Peng Xiangsong, Wang Jiyuan, and Li Zemin. [Text] [Shenyang 
LIAONING RIBAO in Chinese 5 Nov 85 p 1] /9604 


JIANGSU GOVERNOR ON ECONOMIC SITUATION--On the afternoon of 11 November, 
Deputy Secretary of the Jiangsu Provincial CPC Committee and Governor 
Gu Xiulian made a report on the current economic situation and economic 
structure reform to more than 3,000 leading cadres and cadres in charge 
of political work of various provincial level departments at the Great 
Hall of the People in Nanjing. She put forward three demands on how to 
integrate theory with practice and effectively implement the guidelines 
of the National Conference of Party Delegates. First, it is necessary 
to sum up the experience during the Sixth 5-Year Plan and make good 
preparations for the implementation of the Seventh 5-Year Plan. Second, 
it is necessary to grasp the current tasks and make good arrangements for 
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next year's tasks. Third, it is necessary to work with concerted efforts 
and struggle in unity. She called on all comrades of various units at 

the provincial level to have a clear understanding of the new situation 
and tasks and foster a new style of work. She also called on them to 

pay attention to the study of policy and strategy in the light of their 
respective tasks, grasp political and ideological work, and do a good 

job in serving the grassroots level. In conclusion, sk«. called on them 

to struggle and work hard with unity in order to invigorate Jiangsu's 
economy. [Tesi] [Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 
11 Nov 85] /9604 


GUIZHOU FORUM DISCUSSES TASKS--A provincial economic work forum which 
concluded on 15 November pointed out that the industrial production plans 
for 1986 must be mapped out according to trades and firmed up for each 
enterprise. The focus must be on key trades, enterprises, and products. 

At present, the province must do a good job of all work this winter and 
next spring and make preparations for next year's production. The province 
must work hard to grasp industrial production in the last 2 months of 

this year and ensure the fulfillment of the year's plans. At the same 

time it is essential to make proper arrangements for equipment overhaul 

and fur work during the new year festival and the spring festival. 

Supplies of raw materials and fuel must be arranged. Thus the province's 
industrial production can maintain sustained and steady growth next year. 
The meeting stressed: In next year's industrial production, it is essential 
to seriously solve difficulties such as shortages of raw material, 

floating capital, foreign exchange, and transport. The industrial 
departments must focus on improving economic results. [Excerpts] 

[Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 16 Nov 85] /9604 


YUNNAN NON-FERROUS METAL PRODUCTION--The province has fulfilled 2 years 
ahead of schedule the targets set in the Sixth 5-Year Plan for the output 
of 10 non-ferrous metals. The output of the 10 metals for 1984 increased 
by 36.7 percent over 1980. The output from January to October this year 
increased by 8.7 percent over the same period of last year. [Summary] 
[Kunming Yunnan Provincial Service in Mandarin 2300 GMT 14 Nov 85] /9604 


JILIN ECONOMIC DEVELOPMENT--According to the Jilin Provincial Statistical 
Bureau, in the first 4 years of the Sixth 5-Year Plan period, Jilin 
Province's total social product showed ar average annual increase of 


9.9 percent. The total industrial and agricultural output value, as 
well as national income, showed an average annual increase of 10.3 percent 
and 11.8 percent respectively. [Summary] [Changchun Jilin Provincial 


Service in Mandarin 2200 GMT 1 Nov 85] /9604 


SO: 1006/ 320 
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AGGREGATE ECONOMIC DATA 


FIGURES ON SHANGHAI LIVING STANDARDS REPORTED 
OW151105 Beijing XINHUA in English 0647 GMT 15 Nov 85 


[Text] Shanghai, November 15 (XINHUA)--The average income for Shanghai resi- 
dents will mark an 8.4 percent annual increase (with price factors deducted) 
in the 1981-1985 period, according to a recent survey made by the municipal 
Statistics bureau. 


The survey of 500 of what the bureau described as "representative" families 
indicated that annual per capita income reached 778 yuan last year, 240 yuan 


more than in 1980. 


The bureau regularly contacts these families of workers, government employees, 
intellectuals and leading officials, which are willing to let the bureau 
know their budgets. 


Wages, plus bonuses and subsidies of each worker came to 1,1/6 yuan last 


year. Pensions and subsidies for retired workers rose 16.4 percent over 1980. 


The number of people who came to be employed has increased by 100,000 each 
year since 1980, the bureau reported. 


As a result, 64 percent of Shanghai residents are wage earners, four percent 
more than in 1980. Each worker needs to support 0.4 persons, excluding him- 
self, compared to 0.64 in 1980. 


The survey also indicates changes in the consumption patterns. 
Local people now spend about 50 percent of their income on food, 5.5 percent 


less than in 1980, while expenditures on clothing and durable goods hav 
risen. 


yanying a drop in the consumption of food grains is a steady incre 
‘e consumption of meat, poultry and « 


Cotor TV sets, refrigerator ind wast 


arv Shanghai families five ear 





Now every 100 households have 23 color TV sets, 17 refrigerators. 
machines, 63 cassette recorders and 126 electric fans. 


i < 


Black and white TV sets are now found in practically all families. 


i 


to the survey. 


30 washing 


according 


Shanghai residents spend 87 minutes watching television or listening to the 


radio, and 43 minutes reading each day. 


/6662 
CSO: 4020/102 
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AGGREGATE ECONOMIC DATA 


BELJING INCREASES OUTPUT IN MAJOR INDUSTRIAL SECTORS 


SK192310 Beijing BEIJING RIBAO in Chinese 4 Nov 85 p 1 


t 9 


[Text] Beijing Municipality's 1985 output of steel is estimated at 2.6 
million tons, exceeding the plan by 30 percent and showing an average 
annual increase of 5.3 percent between 1981 and 1985. 


The output of pig iron is estimated at 3.2 million tons, exceeding the 
plan by 6.7 percent and showing an average annual increase of 1.1 percent 
between 1981 and 1985. 

The output of finished rolled steel is estimated at 

exceeding the plan by 39.2 percent and showing an average annual increase 
of 7.6 percent between 1981 and 1985. 


2.2 million tons, 


} 


The output of 1 al is estimated at 9 million tons, exceeding the plan 
by 8.4 to 13.9 percent and showing an average annual increase of 2.6 
percent between 1981 and 1985. 


The output of machine tools is estimated at 75,000 pieces, exceeding the 
plan by 7.1 percent and showing an average annual increase of 0.2 percent 
between 1981 and 1985. 


The output of motor vehicles is estimated at 50,000, exceeding the plan 
y 4.29 to 100 percent and showing an average annual increase of 12.3 
percent between 1981 and 1985. 


The output of cement is estimated at 3 million tons, exceeding the plan 
by 11.1 to 23.5 percent and showing an average annual increase of 6./7 
percent between 1981 and 1985. 

[he output of television sets is estimated at 800,000, exceeding the plan 
by 33.3 percent and showing an average annual increase of 23.4 percent 


between 198] ind 1985. 


e output of paper and paper ird is estimated at 195,000 tons, 
exceeding the plan b 3) percent and showing an average annual increase 
) 5 * I ent . t vw t IO] MA 85 











fhe output of beer is estimated at 150,000 tons, exceeding the plan by 
36.4 percent and showing an average annual increase of 22.2 percent 


between 1981 and 1985. 


fhe output of washing machines is estimated at 600,000, exceeding the plan 
by 20 percent and showing an average annual increase of 59.4 percent 
between 1981 and 1985. 

[he output of refrigerators is estimated at 160,000, exceeding the plan 
by 60 percent and showing an average annual increase of 43.8 percent 
between 1981 and 1985. 

fhe output of furniture sold in the markets is estimated at 3 million 
pieces, exceeding the plan by 20 percent and showing an average annual 
increase of 8.4 percent between 1981 and 1985. 


19604 
CSO: 4006/319 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


BEIJING'S FULFILLMENT OF TARGETS--In 1985, the per-capita living space of 
Beijing Municipality is expected to be 6.3 square meters, fulfilling the 
Sixth 5-Year Plan and showing an average annual increase of 5.6 percent 
Since 1981. By the end of the year, the number of households using coal 
gas is expected to reach 264,000, fulfilling the Sixth 5-Year Plan and 
showing an average annual increase of 21.2 percent since 1981. By the end 
of the year the number of households using liquefied petroleum gas is 
expected to reach 765,000, fulfilling the Sixth 5-Year Plan and showing 

an average annual increase of 1.8 percent since 1981. In 1985, the areas 
with heating supply is expected at 9.37 million square meters, fulfilling 
the Sixth 5-Year Plan and showing an average annual increase of 10.7 percent 
since 1981. From 1981 to 1985 nearly 500 km of roads were built, 
reconstructed or expanded. The figure is more than two times the total 
length of roads in the early post-liberation period. [Text] [Beijing 
BEIJING RIBAO in Chinese 5 Nov 85 p 1] /9604 


CSO: 4006/319 
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ECONOMIC MANAGEMENT 


JINGJI GUANLI DISCUSSES OPTIMAL GROWTH SPEED 
HK140601 Beijing JINGJI GUANLI in Chinese No 9, 5 Sep 85 pp 16-19 


[Article by Shen Liren [3088 4539 0086]: "A Discussion on Optimal Speed'"-- 
edited by Ding Jiatiao [0002 1367 4383] ]} 


{fText] Speed is an important problem in building the socialist modernization. 
Because we start from a backward position, we demand that the speed in develop- 
ing our economy should be great whenever possible. It is also possible to 
realize a speed above the average by resorting to the superiority of the 
socialist system. However, the kind of high speed that we should have is not 
determined by our subjective wish, but by the objective wish of the development 
of things. Realizing an optimal speed is an important problem worthy of 
thorough discussion in the strategy of developing our economy. 





Superhigh Speed Is Certain To Bring About Bad Results 


Since the implementation of the policy of "readjustment, restructuring, con- 
solidating, and improving," the development of our national economy has demon- 
strated a trend toward ever-increasing speed. This is the result of invigorating 
the domestic economy and opening to the outside world which has further 
emancipated the productive forces. However, since the beginning of last year, 
there has been a trend in some places toward seeking impractically high targets 
in a one-sided manner, and competing with each other in speed of growth. In his 
report at the 3d meeting of the 6th NPC, Premier Zhao Ziyang pointed out: "It 
is necessary to adhere to the policy of doing things in a matter-of-fact way 
with steady progress, and to guard resolutely against the phenomenon of blind 
pursuit and competing with each other in speed of growth." 


We demand an adequately high speed and oppose an inadequately high speed. 
Therefore, an inadequately high speed which departs from reality and transcends 
possibility is a "superhigh speed." We have had serious lessons in the past 
regarding this superhigh speed. The present period is indeed the best period of 
economic development since the founding of the country, and the average speed 

of growth in the past few years has been quite high. However, one should be 
prepared for danger in times of peace, and we should not fail to see that if the 
speed of our progress is too fast, it will certainly bring about bad results. 





Superhigh speed is not beneficial in genuinely shifting the entire economi: 
work to the track of using the enhancement of economic results as che key. 

was absolutely correct for the 12th Congress of the CPC to put forward the poli 
of "shifting the track," but we should not presume that we have already 
fulfilled this requirement satisfactorily. One of the causes is that when 
tackling the relationship between speed and results, many comrades stil! 

attach greater importance to the pursuit of speed, rather than making greate: 
efforts to enhance economic results. Last year, revenue from taxes and 

profits increased rather significantly, but it was partly due to the pricing 
factor. It did not provide sufficient evidence to mark the radical improvement 
of most enterprises in terms of their management and operation or their produc- 
tion technology. On the contrary, the quality of products showed a decline, 
the use of working capital and funds increased; the phenomenon ot serious 
waste continued; and many of these problems were precisely due to the practic 
of emphasizing speed and slighting economic results. 


Superhigh speed is harmful to readjusting the economic structure. Since the 
readjustment in recent years, some fundamental relationships of proportion 

our national economy became more harmonious by degrees: However, we should not 
think that the task of readjustment has been fulfilled. This is because the en- 
tire economic structure, including the structures in terms of industries, trades, 
products, technology, deployment, scale of enterprises, and organization, leaves 


something to be further rationalized. If superhigh speed is sought ter, th 
weak links such as energy and power, transport, and telecommunications, are 
bound to become increasingly strained. This will lead to the failur 
industrial and agricultural production to meet the needs 

the market: Even though good sales of many commodities with low quality, but 


high prices, were recorded last year as a result of the normal expansion 
purchasing power, statistics show that for most industrial products, producti 
was higher than the sales. The rate of sales decreased, and the inventor: 
increased. 


Superhigh speed is harmful to resolute and steady reform of the economi 
The reform of the economic system needs to have a good economic em 


such as comparatively stable commodity prices, a fair balance 1 


production, supply, and sales, and comparatively rich reserve 
material and financial resources. IThis will ensure unit ied 
consideration of the interests of all sectors during the changes t 
. . 3 tty ' | } " . ! 
Sent stage, strivin t reaiize a puyers mar«et With Sup] 
exceeding demand, is an essential condition tor: Imp Lemer t 
of economic policies; giving play t t ne 0] f irket echani ; 
the vitalit ‘§ industrial and commercial enterprises. \ 
result in: the Ss nmtrol of both the accumulation an 
imbalance in terms of revenue and expenditure in ftinance, . 
foreign exchange: a the fluctuati mmodity pr 


the difti 








Furthermore, superhigh speed is also harmful to realizing the strategic target 
in developing our economy. Some people believe that the greater the speed cof 
economic development, the greater the possibility of realizing the strategic 
target ahead of schedule. This is an impractical idea. In realizing our 
Strategic target, it is necessary for us to have a series of strategic prepara- 
tions and arrangements as well as step-by-step progress in an orderly manner. 
According to the original plan, the main tasks in the 1980's are to laying a 
good foundation, to build up resources, and to create conditions. [as published |] 
A new period ot economic invigoration will come into being in the 1990's. 

Of course, we can make adequate readjustments on certain specific arrangements 
in practice, but we should never proceed too fast in achieving our objective. 
For example, consolidating enterprises, training competent people, and raising 
the quality of the entire economic management, all need time to assess. 
However, a Superhigh speed will certainly disrupt these requisite procedures, 
with the result that the economic deveiopment will lack the necessary sustained 
vigor . 


With regard to the speed of economic development, we had different practical 
interpretations in the past although we enjoyed a basically unified understand- 
ing. For example, some people believed that the greater the speed the better, 
because they thought that so long as the speed remained high, economic results 
would be high and the proportion would tend to become rational. Some other 
people believed that speed was fundamentally contradictory to economic results 
and proportion, and if results and proportion were to be sought after, the speed 
snould be reduced. These views are one-sided. There is both unification and 
contradiction regarding the relationship between speed and economic results plus 
proportion. When conditions permit, we should have an adequately high speed, 
and realize high economic results and good proportion at this speed. However, 
the speed should not be too fast, or the results will tend to be negative. It 
short, we should not uphold the theory of the greater the speed the better, nor 


Should we give up achieving an adequately high speed. 


The Main Factors That Induce Competing With Each Other for Speed of Growth 
When the economy develops mparatively smoothly, the phenomenon ot! mpet it 
with each other for speed oft rrowth will emerge. It is not if ill iccidental. 
It 1S necessar t isclent us umup historical experiences s is t 
ennan r underst ig. t see iat tn mal factors that ind ‘ St@= 
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the industrial and agricultural output value. [t seems t 


Standing of building the four modernizations is equivalent jucd 
Output value. They have forgotten about the economic re t even 
entire system of strategic targets. As a result, quadrupling is wet as the 


prime target in all fields, no matter whether they are long-termor immediatc 
targets, or major or minor projects. In some cases, without taking into con- 
Sideration the practica! conditions of the specific departments or regions, 
the quadrupling target is doubled and redoubled, and the time set for 
accomplishment is much advanced. The inspection of the results of economic 
work should be comprehensive. However, under the guidance of the ideology otf 
seeking after superhigh speed, only the target of output value is examined, 
and this is true of enterprises as well as departments and regions. In order 
to achieve a superhigh speed in output value; investment is expanded; loans 
are increased; importance is attached to input without caring for output; care 
is taken of production without considering sales; immediate results are 
emphasized without Long-term planning; and even false reports are made and fake 
products manufactured. This ideological remnant is in effect a reflection 





xt the theory of natural economy, which is radically different from the concept 
necessary in developing a commodity economy. The concept t a commodit: 
economy not only attaches importance to speed, but also att ies even greater 
importance to economic results. Efforts should be made to put in less and turn 
out more when carrying out production or construction. The development 
production should be based on the market needs with due attenti paid t 
immediate and long-term etfects. The arrangements 
years, aim at "ensuring the four and striving for the five,” wit 
allowances made. This is favorable to readjustment and retorm and | tt iten- 
ing out the economic relationships in various aspects. However, in th rs 
of implementing the plans, there has been a tenden 
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Second, from the perspective of medium-sized management of departments and 
regions. Sometimes they have very little powers of decisionmaking because 

of the mechanisms in the system, and have to depend on the state for everything. 
At other times, they act on their own when they are empowered to do more 
important things. in short, there is a lack of the mechanism of self-control. 
It is quite natural that our cadres at various Levels want the economy of their 
departments or regions to develop at a greater speed. However, if the achieve- 
ments in the work of the departments and regions are examined and judged 
according to the speed of growth in terms of output value, there is bound to 

be the phenomenon of "striving for more investment, projects, and materials 
irrespective of the consequences. 


"! 


Last, from the perspective of the microscopic management of enterprises, there 
is also a lack of the mechanism of self-control. In general, the enterprises 
owned py the whole people should give due consideration to the interests of 
these three aspects, subordinating the individual interests to those of the 
enterprises, and subordinating the interests of the enterprises to those o! 
the state. Because of the defect of "eating rice from the same big pot," no 
clear classification was established in the past regarding the responsibility, 
power, and benefits of these three aspects. When the enterprises wish to 
develop and the staff want benefits, they have to ask for more investment, 
materials, the retention of profits, and the total amount of wages from thei 
upper-level authorities. In this case, it is difficult to give top priorit 

to the interests of the state, and even the Long-term interests of the enter- 
prises are not sufficiently emphasized. 


[It is particularly necessary to point out that during retorm in the ist few d 
years, comparatively greater importance has been attached to enliveni 

enterprises and giving them greater autonomy. This is correct. However, 

large enterprises should 2!so be given greater autonomy and flexibili 

that they can be effectively managed and controlled. Present Lc i 

measures are not effective enough to achieve this objective, and th 


be further improved. 


In our economni development , tne liseases I "hunger for investme t." 
"expansion of consumption,” and "lack of sufficient materials" 
almost parallel chronic maladies, and are the result of "eating ft 
big pot." The loss of macroscopic yntrol caused by them is manit 
in the loss of yntrol of demand. That is, investment needs, a 
needs with the ability t pay, are expanding continual] ind 
exceeding the ipacity of production and supply. This ! 

to do with the practice of seeking after superhigh speed in e- 
Criteria and Limits in Searching After an Optimai Speed 

Opposing superhigh speed does not mean that we do not want 

we want is an adequate high speed Yr an optimal speed. 

criteria for an optimal speed should msist mainly oft the 





sat ‘CORY ‘ Li \ itary 
product Lon { " 
, ’ 
i it if | | > ; ‘ 


t ; 
LT i 11} t LCT ‘ . : ’ 
, } ’ " 
l LSt , DU . . ! ‘ { 
‘ , , 
t t | t i 
| LI] 5 : 
I edad a int 7 
‘ 
' ; i ; 
. ‘ ? l | i 
7 
t t ‘ i . 
4 ’ 
ry t i rye, ‘ 
, ; ; 
‘ i Le ) 4 
‘ 
’ ’ 
] Ir Len ( . P a . f f 
te ] j , ’ ) y ‘ ’ ’ l 
l ‘ 
‘ 
, . , ‘? 7 
( LLét t LS D i ‘ : 
1 ? ? 
. : ‘ . . ; t. . 
| . 
, ) ) } , : ; 
‘ nA ; 
unas: I l l | I . ‘ [ 
> ; ’ 
= Ae te Fe | Sa ‘ i ‘ 
rs Y 
>i) &¢ ‘ i l ii} ° 


7 . ; , 
) 1m rt I Lit 
A Ne ‘ ‘ . | i 
‘ ] ba in y ? ; : F a 
1 I I yromoti Cri ! f . ‘ 
CMPphasl m out t ’ , , » -¢ 
| 
isladeration thn Ltu t, 1 ertal [ 
rall in nlevi tiv . . 
| ) e | iSs l r¢ t | . ] 
coordinated manne. , 
4 , 
An opti i per ‘ . i. 
With Leewa ee ‘ [ ‘ { ! ‘ / i i i= 1} 
as ours With a we . t hye 
fille with , | . ‘ , a ; + hey 
. ’ 
tr il lLn \ | T . f ’ | »? >?’ r ¥ | , % rt : 
will lead | rd CO} > V1 Ch ? LiLo} md sume? 
] ’ ' , ' | 


products failing t lst ; t ! ) ‘tac le 
to enhancing econ resu! , e. 

the economi system, | ensur | me io ) 

1 sustained tead' ind rdinat WAY. | : nl intainl 


appropriate high speed in we e wi iy ie dome 


international « mom. situat » a’ CA UC rie tliat int in} W Pheat . 

















? 


After all, what is an optimal speed? Is there a certain Limit to it 
answers Should depend on specific conditions and specific tasks of a 
country in a specitic period. It is not tixed, but it in be calculated, 
the“Conditions in our country as ane ample. Lt we proceed trom the pres 







f@endation, rationally determine the proportion of accumulation and con 
percent to /0O percent, for example), and take int onsideration tlhe 
ccumulation effect and the possible growth rate, we will understand that tlu 
Strategic target set by the l2th CPC Congress that the total industrial d 
agricultural cutput value will be quadrupled and the people's Livelihood wi 

be "comparatively well-off" in 20 years time, is both positive and achievable. 
Of course, it does not mean that we should not endeavor to quicken our steps 
in developing the economy whenever possible. For example, it was stipulat 

in the plan that in the next 20 years our energy output should be doubl: 

that efficiency in using energy should also be doubled. If we can increise the 
production of energy, or lower its consumption through strenuous efforts, the 
speed of development in this field and in the entire economy will be raise 
correspondingly. Therefore, we must keep these "figures" in mind and ref? 
from formulating unrealistically high targets. 


Advance While Constantly Summing U;. riences 
Tae current economic situation in our country is very good, Certain probli 


which emerged in the fourth quarter of last year have gradually been solved an 
the situation as a whole is further improving. In order to sum up experienc: 
and enhance our understanding, we believe that the following points should be 
studied further with regard to the speed of developing our economy. 


1) There should be a concise and rational system of norms for evaluating and 
inspecting the speed of economic development. With regard to our customary 

norm of total industrial and agricultural output value, the good aspect is its 
simplicity and clarity, and it is easy to calculate the results. However, with 
the development of the economy, its defects become increasingly evident. In 
particular, it does not reflect the results in industrial departments other than 
industry and agriculture, nor does it show economic results. Many comrades 
propose that the gross national product should be used instead. This norm is 
convenient when ma!.ing comparisons with other countries, but it should be 
employed with Chinese features added. It seems that it is not sufficient to 
adopt this norm only and there should be a whole [word indistinct] of norm 
system which can be applicable to different industries, trades, and enterprises. 


2) Vamious'kinds of economic means and types of plan should be adopted to 
strengthen ‘Ae readjustment and balance of the macroeconomy. We have had good 
experiences iffMthese fields in the past, such as attaching great importance to 
the individual balance and mutual balance of finance, credit, and foreign 
exchange, as well as the balance between them and materials. They are still 
applicable in the future, but shoul? also be improved and further enhanced. 
For example, formulating practicable monetary policy and strictly controlling 
the issue of bank notes will facilitate the gradual opening of the capital 
market, and will become the major lever in macroscopic regulation. In reforming 
the planning system, in addition to reducing and conscientiously improving 

the directive plans and expanding and practically using the guiding plans, 


90 











planning can be further coordinated with policies by implementing the "plans 
according to policies," method so that planning regulation, and the role of 
market mechauism, can act in a concerted manner. 


3) In strengthening macroscopic regulation, it is especially important to work 
out effective measures to cure the diseases of "hunger for investment" and 
“expansion of consumption." The characteristics of the current loss of contro! 
are the simultaneous existence of excessive investment in capital construction 
and the excessively fast growtn of wage funds, as well as the excessive issue 
of bank notes. Problems of this kind are worthy of study. For example, if 
investment within the budget is strained, deficits have to be prepared, and if 
investment outside the budget is great, a controlled figure has to be imposed. 
Hence, efforts should be made to change "Stoppage" to "guidance," and to 

giving play to the role of the retained capital and funds of local authorities 
and enterprises, so that the burden of financial administration can be lessened, 
There are also many proposals concerning the issue of wages and bonuses. These 
include the improvement of the wage scale, the imposition of the regulation tax 
on bonus, the imposition of personal income tax, and so on. ALI of these 
proposals need prompt experimentation. 


4) In further reforming the management system of enterprises, it is necessary 
to give enterprises an inherent mechanism of self-regulation. Some autonomy 
has already been given to enterprises to strengthen their vitality. The problem 
now is that after enterprises have gradualiy become commodity producers and 
operators engaged in independent operation, and being responsible for their 

own profits and losses, ways must be found to tak into consideration the 
interests of the three parties, including the long-term interests of the enter- 
prises themselves. This is so that they can regulate their own operation and 
distribution behavior on this basis, to conform with the requirements of the 
macroscopic balance. This involves a whole series of reforms, such as the 
specific forms of ownership; the adequate separation of the right of ownership 
and the power of operation; the trial implementation of the share system; the 
establishment of the organ of authority of the enterprises; the evaluation and 
comments on the enterprises by the state; the remuneration system for Labor 
within enterprises; the decisionmaking on investment and the distribution of 
returns on investment, and so on. 


5) It is necessary to have a sensitive feedback system so as to strengthen 
economic forecasting and economic information. Contradictions will certainly 
develop in the course of economic development. The question is how can we 
discover them in time, or even detect them in advance, so that we can adopt 
timely measures to reduce, as much as possible, the damage caused by economic 
fluctuation. Overcoming the passive state of "being wise after the event" is 
in fact a basic requirement in implementing the planned economy, and is also a 
means of evaluating the degree of maturity in our planning work. 


/8309 
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SOUTHWEST REGION PROMOTES ECONOMIC INTEGRATION 
OW151935 Beijing XINHUA in English 1448 GMT 15 Nov 85 


[Text] Chongqing, November 15 (XINHUA)--Urban reform has brought integra- 
tion and cooperation between trades and administrative regions in this in- 
dustrial center of southwest China, according to a local official. 


More than 450 coordinating economic entities have been set up between the 
city's light, machinery, military, electronics and metallurgical industries, 
and between the city and other parts of Sichuan Province and the rest of 
China over the past few years. 


The official of the city economic commission said that the integration is 
breaking down harriers among industrial sectors and administrative regions, 
and bringing manpower, funds and natural resources into fuller play. 


Chongqing was among the first areas in China to try out the urban economic 
reform. 


As an example of the new trend, an electric fan complex embraces 25 factories, 
each of which specializes in certain parts. As a result, output has been 
boosted from 5,000 in 1980 to 320,000 at present. 


The Chongqing beverage works and the Sichuan provincial pharmaceutteal re- 
search institute developed a new soft drink, "Tianfu Dele". Since 1982, 45 
bottling centers for the drink have been set up throughout China. 


A military machinery plant and 11 civilian factories formed an entity to pro- 
duce 150,000 "Jialing" brand motorcycles a year with an investment of 10 
million yuan. Construction of a separate factory of the same capacity would 
normally require 10 times as much investment, the official said. 


At a meeting last August, Chongqing signed 127 letters of intent with Shang- 
hai, and Jiangsu, Zhejiang and Guangdong Provinces for exploiting mineral 
deposits and processing farm produce in the southwest, and co-producing 
machines, electric products and instruments. The six signed contracts in- 
volve a total investment of 120 million yuan. The southwest aluminum proces- 
sing plant has introduced deep-processing equipment and technology through the 
form of a joint venture with firms in Shenzhen and Hong Kong 
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SHANGHAI MAINTAINS PRICE STABILITY 
Shanghai WEN HUI BAO in Chinese 20 Sep 85 p 1 


[Article: "Shanghai Maintains Price Stability in Four Areas--A Responsible 
Comrade of Shanghai Price Bureau Says No Further Readjustment Will Be Made 
This Year in the Price of Consumer Manufactured Goods, Grain, Edible Oil, 
Cotton, Sugar and Other Farm Produce and in Fees To Be Collected for Public 
Utilities and Services"] 


[Text] Recently, the municipal people's government called a meeting to draw 
up measures to start a large-scale price inspection drive and maintain the 
basic stability of market prices. In order to understand the price trend and 
the issue of stabilizing market prices in Shanghai before the end of this 
year, a reporter had a special interview with a responsible comrade of the 
municipal price bureau. 


The responsible comrade of the municipal price bureau told the reporter: This 
year marks the first year of the price reform. To bring about a better balance 
of the price system, Shanghai has liberalized the price of nonstaple food and 
systematically readjusted the prices of some commodities and service fees. 
Before the end of this year, the change in the retail price index in this 

city will be strictly controlled within the confine of the plan. Principally, 
market price stability will be maintained in the following areas: (1) No 
further readjustment will be made on the price of consumer and manufactured 
goods, grain, edible oil, cotton, sugar and other farm produce under the state 
and local management and on fees to be collected for public utilities 
enterprises and service trades. (2) As to nonstaple food whose price has 
already been liberalized, the change in seasonal price differences should be 
controlled so as to maintain the basic stability of the annual general price 
level. (3) Competent departments concerned should strengthen the guidance 
and supervision of small commodities whose price is to be set by industrial 
and commercial enterprises through consultation as required. (4) The 
management and inspection of individual households and rural trade markets 
should be strengthened, unlawful activities of making illegal purchases and 
reselling things at a profit and driving up prices should be resolutely 

curbed and severely dealt with. A widespread and intensive citywide price- 
inspection campaign will soon be launched to resolutely curb and severely 

deal with indiscriminate price hikes and irresponsible collection of fees 
undermining the interests of consumers. We are confident that by correctly 
implementing the guidelines of the CPC Central Committee and the State 

Council in concerted efforts by all quarters in dealing with the pertinent 
price issues, we can certainly make the market more prosperous and brisk and 
basically stabilize commodity prices. 
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SHANGHAI SCORES SUCCESS IN COMBATING ECONOMIC CRIMES 
Shanghai WEN HUI BAO in Chinese 11 Sep 85 p 2 


[Article by Wang Baolai [3769 1405 0171]: "Shanghai Makes Significant 
Progress in Combating Economic Crimes--New Trends in Cases of Economic Crimes 
Merits Attention; Severely Combating Serious Economic Criminals, Shanghai 

Has lnvestigated and Dealt With More Than 70 Cases Involving 10,000 Yuan 

This Year" ] 


[Text] Shanghai has made significant progress in sternly combating criminal 
activities in the economic field, with the number of major and important 

cases exposed since the beginning of this year rising 33 percent over the 

same period last year. The meeting to exchange experience called yesterday 
morning by the municipal CPC committee's "office to combat economic crimes" 
urged leading cadres at all levels to raise the understanding of the long-term, 
protracted and arduous nature of this struggle and carry this work indefati- 
gably through to the end. 


Some new trends showed up in cases of economic crimes exposed at present: 
crimes of graft and bribe taking rose sharply and now account for 52 percent 
of the total number of economic cases; cases of fraud involving large sums 

of money increased markedly and account for 33.8 percent of the total number 
of major and important cases; activities of smuggling and selling of smuggled 
goods have advanced from wrist watches, calculators and other small articles 
to sedans, color television sets, tape recorders and other high-grade consumer 
goods; between this January and August, criminal cases involving leading 
cadres who are party members have also increased to a certain extent, with 9 
party-member cadres above department level being investigated and prosecuted 
according to law, a number close to the sum total of cases put on file in the 
past 3 years from 1982 to 1984. 


Zhang Dinghong [1728 1353 7703], standing member of the Shanghai municipal 

CPC committee and secretary of the municipal discipline inspection commission, 
pointed out at yesterday's meeting that reform should be carried out and the 
policy of opening to the outside world and invigorating the domestic economy 
consistently implemented, on the one hand, and the work of "combating economic 
crimes" should be kept up, on the other hand, so as to ensure smooth progress 
of the reform. He said combating economic crimes in an intensive and 
sustained way will have a positive effect on preserving the progressiveness 
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of the party organizations and the purity of the party's rank and file. Since 
‘4 struggle to "combat economic crimes" initiated in 1982, of the 2,220 

pcrty members who committed economic crimes, 310 had been expelled from the 
party thereby effectively purifying the party's rank and file. Zhang Dinghong 
called on party committees at all levels to persistently include the work of 
"combating economic crimes" in the daily agenda and strengthen leadership in 

a practical manner so as to concentrate on the work and do it well. 


At the experience-exchanging meeting, representatives of the party committees 
of the Shanghai chemical industry bureau, the communication and transportation 
bureau and the instrument and meter bureau and the Shanghai county CPC 
committee described their experience, and the municipal No 1 commercial bureau 
and the state farm bureau presented written reports about their experience. 


It is reported that the Shanghai public security organs have sternly 
combated elements who committed serious economic crimes. Between January and 
August this year, 79 cases of serious economic crimes involving more than 
10,000 yuan were inv2stigated and prosecuted. Groups of criminal elements 
were arrested according to the law and seized were large quantities of 
belongings, including 15 automobiles, 86 pieces of cultural relics, 
calligraphy and paintings, 590 tape recorders and color television sets, 187 
jin of pearls, 1.9 million yuan RMB and more than HKS 1.4 million in 
currencies. 


12662/9435 
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ARBITRATION, PROSECUTION LEGAL PRICE FOR BREACH OF CONTRACTS 
Beijing BAN YUE TAN [SEMIMONTHLY TALKS] in Chinese No 13, 10 Jul 85 pp 42-43 


[Article by Wang Guoying [3769 0948 5391], a lawyer in Beijing Municipality: 
"Contract Violators Must Assume Legal Consequences"] 


[Text] Breach of contracts is one of the important factors that create 
disputes in economic contracts. By breach of contracts is meant that a 
contracting party, without obtaining consent from the other contracting party, 
refuses to fulfill the obligations it must undertake in accordance with 
contract stipulations. This is an act of intentional breach of contract, 

a direct infringement of the economic rights and interests of the other 
contracting party that must bear legal consequences. 


A contract is an agreement unanimously reached and agreed upon by two 
contracting parties to attain a definite economic goal and for clearly 
defining the relations of mutual rights and obligations under a prerequisite 
of complying with China's legal stipulations. This is not ordinary conduct, 
but rather legal conduct. A contract, once signed, is entitled to the state's 
mandatory protection of the rights and obligations defined by both contracting 
parties. If either of the two contracting parties refuses to fulfill or 
improperly fulfills its obligations it must assume corresponding legal 
consequences. Therefore, none of the contracting parties is allowed to alter 
or revoke at will a contract that goes into effect after having been signed. 


After a contract has been signed, any attempt to make changes in it or to 
terminate it must comply with given conditions. These conditions mainly are: 


(1) the contracts were signed in conformity with state command plans, which 
have been revised and altered, thereby necessitating changes in or termination 
ot the original contracts; 


(2) the failure of a contracting party to truly fulfill the original 
contracts, because of closure, merger, suspension of production, or conversion 
of production, as required by state plans, thereby necessitating changes 

in or termination of the original contracts; 


(3) the failure of a contracting party or both contracting parties to fulfill 
the original contracts partially or fully, because of such irresistable 
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influences as serious natural calamities, thereby necessitating changes in 
or termination of the original contracts; 


(4) the unanimous consensus of both contracting parties that it is no longer 
necessary to continue fulfilling or to fully fulfill the original contracts 
because of changes in circumstances. 


Even if these conditions have been created, the contracting party that intends 
to change or terminate an original contract must give timely notice to the 
other contracting party in written form, thereby reaching an agreement on 
changes in or termination of the contract. Prior to the reaching of an agree- 
ment, the original contract remains effective, and it is absolutely not 
permissible to make unilateral changes in or termination of a contract because 
of the emergence of unfavorable factors or other causes. 


What needs to be pointed out here is: with the exception of what is clearly 
stipulated in law governing exemption from responsibilities, it is still 
necessary for a responsible contracting party to assume the responsibility 
of compensating the other contracting party for economic losses arising from 
unilateral changes in or termination of a contract (even if the reasons are 
proper and legitimate). 


Today, in economic activities, there are some units or individuals that have 
unilaterally violated contracts and are reluctant to fulfill their own 
obligations. This not only directly infringes on the economic rights and 
interests of the other contracting party, but also plunges state economic 
construction into disadvantage, particularly contracts signed in accordance 
with state command plans. 


What China has carried into effect is a planned commodity economic in which 
the state issues through the various government departments its command plans 
and guidance plans, besides bringing into full play the market's regulatory 
role, ensuring and guiding and enhancing progressive development of the 
national economy proportionately and in a planned way. Here, an economic 
contract is just like a link in a chain that pieces together the departments 
and units of the national economy to form an organic entity, thus rendering 
possible a smooth functioning of social production, exchange, distribution, 
and consumption. Should problems crop up in a certain link of the chain, the 
entire economic activity will be affected to a varying degree. In dealing 
with acts of violating or scrapping contracts in the course of implementation, 
the victimized party may submit to the contract management organizations or to 
the people's courts for arbitration or prosecution. 


Whether both contracting parties can act in accordance with contracts is a 
matter of significance for state economic construction. Therefore, in China's 
laws and regulations governing contracts special emphasis is placed on one 
basic principle, that is, the principle of actual fulfillment: first, 
whatever the objects stipulated in contracts are, deliveries must comply with 
the stipulated objects accordingly, and it is generally not permissible to 
compensate with other goods or currencies of a corresponding value; second, 

a contracting party that has not fulfilled or has not fully fulfilled a 
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contract is generally not exempt from its contract obligations, even if it has 
paid out funds for breaking a contract or has compensated the other contracting 
party for its economic losses. 


To reduce losses resulting from unilateral violation of contracts, under 
general conditions it is still necessary to force the responsible contracting 


And to prevent occurrence of the phenomenon of breaking or scrapping contracts, 
attention should be paid to the following points at the time of signing 
contracts: 


(1) whether the other contracting party possesses a legal person status, 
and whether the specific signatory person possesses the ability to sign a 
contract on behalf of the legal person; 


(2) whether the other contracting party has had a good credit standing, and 
whether it possesses the sincerity, the capability as required by conditions, 
and the guarantee to fulfill e211 contract provisions; 


(3) whether the other contracting party has committed acts of violating 
state policies, breaking laws and decrees, practicing fraud and employing 
trickery, speculating and profiteering, cheating and blackmailing; 


(4) and how to surmount the various newly emerging adverse factors unfavorable 
to fulfillment of contracts. 


In a word, the signing of any contract should absolutely not be handled in a 
rash and perfunctory manner, particularly contracts that involve broader 
aspects and greater risks should be administered with precaution and 
prudence. 


12315/9435 
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BANK OF CHINA OFFICIAL ON COOPERATION WITH HONG KONG 
HK190510 Beijing XINHUA Hong Kong Service in Chinese 1001 GMT 14 Nov 85 


[Report: "Huang Diyan, director of the Hong Kong and Macao Administrative Office 
of the Bank of China, Publishes an Article in the Latest Issue of 'Hong Kong 

and Macao Quarterly’ on Development of Cooperation Between the Mainland and 

Hong Kong in Various Fields"] 


[Text] Hong Kong, 14 Nov (XINHUA)--Huang Diyan, director of the Hong Kong and 
Macao Administrative Office of the Bank of China, published an article in the 
recent issue of HONG KONG AND MACAO QUARTERLY in which he said: On 23 September, 
the national conference of party delegates approved the "Proposal by the CPC 
Central Committee on the Seventh 5-Year Plan for National Economic and Social 
Development.” This document is not only a magnificent blueprint for China's 
economic and social development from 1986-1990, but also provided new prospects 
for the development of economic cooperation between Hong Kong and the mainland. 


Huang Diyan's article, entitled "Our Country's Blueprint for the Seventh 

5-Year Plan and Economic Cooperation Between Hong Kong and the Mainland," says 
that since the llth Pleriry Session of the llth CPC Central Committee there has 
been much development in industrial, trade, tourist, financial, and other 
relations and cooperation between Hong Kong and the mainland. This has become 
a new impetus for promoting Hong Kong's economic prosperity and development. 
During the past 6 years, the volume of trade between the two sides rose sharply, 
by 780 percent. That is an increase of 43.6 percent per year on average. Exports 
of China-made goods to Hong Kong rose by 430 percent, an increase of 32 percent 
per year on average. Exports of Hong Kong products to the mainland rose by 
138.3 holds, en average increase of 128 percent a year. The entrepot trade 
from the mainland through Hong Kong rose by 130.1 folds, an average increase of 
125 percent a year. Mutual investment and cooperation between the two areas 
have also developed quickly. The total value of agreements involving 

Hong Kong's investment in the mainland has reached $6.69 billion. In 1983 

it accounted for 57.9 percent of the total value of the agreements to draw in 
foreign investment in the whole country. In 1984, this percentage rose to 

62.8 percent. The investment of mainland institutions and PRC enterprises 
located in Hong Kong has also continued to rise. According to statistics of 
the Hong Kong Trade Development Council, it totals 30 billion Hong Kong dollars. 
The Hong Kong banking sector has provided large amounts for loans for con- 
struction projects in the mainland. In 1984, the Bank of China Group supported 
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over 500 mainland construction projects on which we were a party to the invest- 
ment agreements. The amount of funds we provided reached 4.1 billion Hong Kong 
dollars, which was 1.6 times the total sum of the investment in the preceding 

4 years. Other banks in Hong Kong have also attached increased importance to 
the China market. Some established their China business sections as far back 
as in 1979 and have provided huge amounts for loans involving several hundreds 
investment projects to businessmen from outside China who invest in Chinese 
the mainland. According to our incomplete statistics, since the beginning of 
this year the Hong Kong banking sector has provided over 3 billion Hong Kong 
dollars to the consortiums that were organized to invest in projects in the 
mainland. This is 50 percent greater than the total amount last year. We can 
expect that as our country implements its Seventh 5-Year Plan and develops its 
economy steadily, economic relations between Hong Kong and the mainland will 
certainly become even cioser. There will be a new. situation with steady 
enlargement of these relations. 


Huang Divan's article states that the idea put forth in the "Proposal on the 
Seventh 5-Year Plan"--giving further play to the role of areas that are 

ina forward position in opening up to the outside world--facilitates continuing 
to give play to Hong Kong's geographical advantage of being located near the 
Chinese mainland. We can expect that as the Central authorities vigorously 
support those areas to be opened to the outside world, there will be many 

more opportunities for foreign capital in industry, trade, transportation, and 
banking. Hong Kong is situated at the southern gate of our country and near 
tlie areas to be opened to the outside world. In addition, it has relatively 
good economic foundation and facilities. Its superior position gives it. 
advantages over other countries and areas. Hong Kong industrial and commercial 
circles should continue to strengthen their cooperative relations with the 
mainland special economic zones and open cities on the existing foundation, 
coordinate with the development plans of the special economic zones, contact 
foreign capitalists in other areas, correctly select the orientation of their 
investment, and seek more development opportunities. 


Huang Diyan's article says that according to the tentative idea of the 
"Proposal on the Seventh 5-Year Plan," the technological transformation, 
rebuilding, and extension of the enterprises in our country and the change 

in the composition in the production of our commodities for exports will provide 
new opportunities for foreign and Hong Kong businessmen to carry out more 
investment cooperation and trade. As far as Hong Kong businessmen are con- 
cerned, there will at least be the following opportunities: 1. They can 
cooperate with the old enterprises in the mainland, give play to their 
advantages in having relatively !arge foreign exchange funds, a relatively 
high level of tecnnology and management, a relatively large share of foreign 
markets, and relatively easy access to information, thus helping the 
technological transformation, rebuilding, and extension of old enterprises 

in the mainland. At the same time, they can also use the mainland's assets 

in rich labor and material resources and extensive market to break the limita- 
tion of Hong Kong's industrial development. 2. They can make efforts 
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to import for the mainland more factory machines, technological software, 

and full sets of equipment, thus satisfying the needs of mainland enterprises 

in expanding their production and upgrading their technology. 3. They can help 
the mainland improve its product quality, develop new products, and put mainland 
products in the international market while continuing to maintain its positicn 
as an entrepot base for Chinese products. 


Huang Diyan discussed the idea put forth by the "Proposal on the Seventh 5-Year 
Plan" that during the period of the Seventh 5-Year Plan we should adopt diverse 
methods and use foreign funds as much as possible in order to speed up our 
country's economic construction. This is conducive to strengthening financial] 
relations between Hong Kong and the mainland. 


In conc’ usion, tue article says: Hong Kong's enterpreneurs are well-known 

for their pioneering spirit, flexibility, quick adaptability and pragmatism. 

They will certainly be able to grasp the fine opportunities, readjust their busi- 
ness strategy in light of the information provided by the "Proposal on the 
Seventh 5-Year Plan" and in the ligat of their own actual conditions, 
conscientiously open up new fields and channels for the development of coopera- 
tion between the two areas, open up new prospects for the development of China 
trade, and thus contribute to the economic development of the two areas. 


/8309 
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CHINA'S CURRENT BANKING POLICY, REGULATIONS DISCUSSED 
Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese No 8, 27 Aug 85 pp 3-5 


[Article by Wu Nianlu [0702 1819 7627], deputy director of International 
Finance Research Institute of Bank of China: "China's Current Banking Policy 
and Regulations" ] 


[Text] The development of the banking industry and its system and policy 
reflects specifically a country's economic policy and the level of 
development of its productive forces. It has a vital impact on its national 
economic development and is an important matter bearing on the success or 
failure of our country's four modernization program. 


At the moment, the restructuring of the economic system and the opening to 
the outside world have become a major event in the economic life of our 
country. As far as the economic field is concerned, the prerequisite for 
making this restructuring a success is to maintain a sustained, stable and 
harmonious economic growth. The key to realizing this demand lies in 
strengthening macroeconomic regulation and control, in other words, 
exercising macroeconomic contro] and invigorating the microeconomy. 


Banking Policy 


Our country's current banking policy is centered on serving the above- 
mentioned general demand and carrying it out. The tasks and general and 
specific policies of the main office of the People's Bank of China as a 
central bank in macroeconomic control and regulation are focusing on properly 
handling the relationship between economic development and currency 
stabilization by providing an adequate amount of currency to maintain a 
stable growth of the national economy, on the one hand, and by drawing up 

a correct policy governing credit, interest rates and foreign exchange to 
regulate the directional flow of funds, on the other hand, so as to achieve 
a structural balance of the national economy. At the same time, it is 
imperative to develop the banking industry so as to ensure economic 
revitalization and enhance the vitality of enterprises. 


Since last year, the central bank has set about solving its funding relation- 
ship with the specialized banks. In the past, two funding problems existed 
in the central bank and the specialized banks, one was eating from the same 


102 











big pot, as funds were not completely separated. Figuratively speaking, it 
amounted to using water from a tank with separate faucets connected to the 
same pipe. The other was that mandatory planning was used in planned 
management, handling funds between the central bank and specialized banks 

by means of transterring quotas. Superticially it seemed to be very strict, 
but in actuality, it was a method to monopolize the funds for the specialized 
banks. Because the central bank had to pay the money for loans extended 
according to plan, it also had to acknowledge responsibility afterward when 
the loans exceeded the planned quota. On the other hand, the way the main 
offices of various specialized banks ran banks at lower levels also amounted 
to eating from the same big pot in a manner that the lower level would extend 
2 loan based on needs and would ask the higher level for money if the fund 
quota allocated was insufficient to extend the loan, or extend the loan first 
by using funds earmarked for associated banks, report the loan transaction 
later, and then the specialized banks would ask the central bank for 
additional funds when their quota fell short. This practice of eating from 
the same big pot was smashed at the national conference on restructuring the 
credit fund management system held in October last year. The "Measures on 
Credit Fund Management for Trial Implementation" approved at the conference 
defined the principles governing credit fund management as "unified planning, 
fund classification, actual lending and actual depositing and mutual 
financing.” 


Unified planning means the receipts and expenditures of credit of the People's 
Bank and various specialized banks will be totally included in the state 
credit plan, with the main office of the People's Bank working out an overall 
balance for approval by the State Council before appraising and deciding the 
credit-receipt and expenditure plans of the specialized banks and their plans 
co borrow from the People's Bank, 


Classification of funds means after the specialized banks' own funds and the 
various types of credit funds are appraised and decided by the main office of 
the People's Bank for the specialized banks, they will be used as operating 
funds by various specialized banks which operate independently, maintain an 
independent accounting system and become a part of the associated banking 
system. 


Actual lending and actual depositing mean that in dealing with the current 
funds from the People's Bank to the specialized banks, the past method of 
handing down the fund quota level will be changed to letting branches of the 
specialized borrow money from branches of the People's Bank to be transferred 
to the lower level banks for use as operating funds; under this condition, 
the lower level banks can extend more loans by absorbing more deposits. 
Since the lower level banks under the specialized banks do not have dsposits 
in the account of the branches of the People's Bank and cannot make an 
overdraft, the central] bank can, on the basis of the economic needs and 
market conditions, lend out more money if it needs to ease the money market 
or lend out less money if it needs to tighten the money market. In other 
words, the amount of loans the central bank extends to the specialized banks 
will determine the capacity of the specialized banks to extend credit and to 
a great extent will also determine the volume of currency supply. 
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Mutual financing means that funding should be invigorated by giving full play 
to the horizontal regulatory role of funds. Various specialized banks may 
borrow from each other on a short-term basis as this way will help steamline 
funds turnover in social economic activities. The above-mentioned 
stipulations have strengthened the central bank's macroeconomic control 

over funds for the specialized banks. In the meantime, the central bank may 
also adopt other economic means, such as changing the deposits reserve 

rate, readjusting the interest rate for deposits, and so forth. For instance, 
starting from this year, the ratio of deposits reserve to be delivered by the 
specialized banks is equal to 10 percent of the total amount in the 
specialized banks. 


More currencies were issued last year due chiefly to excessively fast 
economic growth, sharp increase in consumption funds, excessively large | 
nonbudgetary investment in capital construction and excessive amount of 

credit funds being put into use, 


Pertinent Policies Governing Banks Financed by Foreign Capital, Overseas 
Chinese Capital and Chinese-Foreign Capital 


The "Regulations of the People's Republic of China Governing the Management 
of Foreign-Capital Banks and Joint-Venture Banks in Special Zones" promul- 
gated on 2 April this year by the State Council reflected the pertinent 
policies of the central bank over foreign-capital banks and banks of over- 
seas Chinese-capital and joint-venture banks. "Regulations" above all 
defined the legal meaning of foreign-capital bank and joint-venture bank 

and stipulated the laws and regulations of the PRC that must be complied with 
and that their legitimate business activities and legitimate rights and 
interests are protected by the laws of the PRC. 


Judging by the scope of business operations--with the exception that they 
are not allowed to take in deposits in ‘ational and foreign currencies from 
local state-owned enterprises and reside *s, make remittance, undertake 
import business, settle trade accounts and handle bill of exchange--they 

are basically allowed to handle all other banking business operations either 
fully or partially within the special zones. The response to this from the 
newspapers and public opinion overseas and in Hong Kong and Macao has been 
positive. France's TRIBUNE ECONOMIQUE considered this set of "Regulations" 
as China's relaxation of control over foreign banks and that it has laid the 
preliminary foundation for a genuine banking law in China prescribing the 
activities of foreign banks in the SEZ's. The newspaper also pointed out 
that the people are interested in the "Regulations" for allowing foreign 
banks to extend loans, discounting notes, handle foreign capital investments 
and buy and sell stocks and bonds, especially the buying and selling of 
stocks and bonds. At the same time, it also pointed out the provision 
allowing the remitting of profits from China. In short, the putting into 
effect of this set of "Regulations" will help import foreign capital and 
technology and is beneficial to expanding the international economic and 
financial undertakings in the SEZ's and cooperation overseas and also the 
SEZ's economic and financial development. 


104 








After this set of "Regulations" was published, financial circles abroad 
were all concerned about whether or not foreign banks and joint-venture 
banks were allowed to set up branch offices in inland provinces and 
municipalities, especially in coastal ports from now on and what policies 
China would take in this regard. 


Beginning 1 December last year, to cope with the needs of opening to the 
outside world and with the approval of the People's Bank of China and the 
State Foreign Exchange Control Subbureau, the Bank of East Asia, the Overseas 
Chinese Bank and the Hongkong and Shanghai Banking Corp originally operating 
in Shanghai and the Shanghai branch of Macaulay Bank are allowed to expand 
their business scope to facilitate the importation of more foreign capital. 
After expanding their business scope, these several banks may handle 

foreign exchange deposits of enterprises, organizations and individuals 
overseas and of Hong Kong and Macao areas in accordance with the various 
pertinent regulations of our country, handle letters of credit of China's 
State import and export corporations, the settlement of export account and 
foreign exchange bills under collection; handle the settlement of account and 
foreign exchange bills of enterprises of foreign capital, overseas Chinese 
capital and joint ventures in relation to import and export trade; absorb and 
handle foreign exchange trust deposits and trust investments outside 
Shanghai; and handle the business of issuing certificates of guarantee, 
consultation service and leasing of safe deposit boxes, and so forth; 
furthermore, the Bank of East Asia and the Overseas Chinese Bank may also 

act as an agent for the Industrial and Commercial Bank of China in handling 
RMB savings deposits for individuals. 


The only difference between the business scope of the four banks of foreign 
capital and overseas Chinese capital in Shanghai after expansion and that of 
the foreign-capital banks in SEZ's is that the latter cannot handle business 
in national currency while all other business operations are more or less 
identical. I am of the opinion that this is for the purpose of promoting and 
expanding of our country's economic, trade and technological contacts and 
absorbing foreign capital internationally and speeding up the pace of 
economic construction. Competent authorities will further study and consider 
the issue as to whether or not foreign banks can open branch offices in large 
coastal cities. 


Direction of the Use of Funds 


The direction and focus of the use of funds by the Bank of China at present 
and in the future are to support the development of the production of 
export commodities and key energy and transportation projects and the 
technical transformation of old enterprises. To support import and export 
trade, the amount of loans in RMB currency extended to foreign trade 
enterprises in 1984 was more than double that in 1978. Various types of 
foreign exchange loans extended to central and local enterprises and also 
doubled and redoubled. Last year alone, our bank extended nearly $600 
million in loans to key energy projects including the Guangdong nuclear 
power plant, the Shanxi Pingshuo coal mine and the Daqing and Zhongyuan 
oilfields and supported nearly 6,000 projects by extending over $1 billion 
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in loans. In addition, funds were also provided in support of the 
construction of guest houses for tourism, overseas contracted projects 

and joint ventures. In the meantime, the Bank of China has also paid 

great attention to associating with foreign banks and enterprises and in 
forming investment partnerships, associated investment groups or joint 
ventures with the participation of our enterprises concerned, The larger 
projects under joint investment at present are: The Shanghai Dazhong 
Motor Vehicle Co., the Shanghai Yaohua-Pilkington Glass Co., the Funan 
Yueyang Ramie Factory, and the Beijing Kunlun Hotel. In the field of joint 
operations, with the participation of the Bank of China and economic 
departments concerned in the country, several financial companies and 
leasing companies have been formed jointly with banks in Japan, the Federal 
Republic of Germany, Italy, France, the United States and Hong Kong. In 
addition to the traditional business cooperation with international banks, 
the Bank of China has also made plans to develop more extensive cooperation 
with international banking circles. The cooperation may be in various forms 
such as joint investment in Chira, partnership in cooperation overseas and 
joint investment in the development of certain raw material industries, and 
so forth. For this reason, the Bank of China is expected to play an 
increasingly important role in promoting economic and technical contacts 
with foreign countries and national economic development through its 
energetic activities in the international banking sphere. 


12662/9435 
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JPRS+CEA+85+1]]0 
17 December 1985 


FINANCE AND BANKING 


HAINAN RURAL FINANCIAL DEPARTMENTS ACT TO CONTROL LOANS 
HK121436 Haikou Hainan Island Service in Mandarin 0400 GMT 11 Nov 85 


[Text] Rural financial departments in the region have taken measures to 
control rural loans. By the end of October, the loans granted to 10 counties 
and cities in the Han nationality area of the region decreased by 447 million 
yuan over the end of last year. 


The failure to control the granting of loans last year has resulted in a 
shortage of loans this year. Since the beginning of this year, financial 
departments in the region have strengthened their leadership over rural 
financial work and assigned level by level loan targets, the task of sub- 
mitting loans, and the plan for all deposit and loan business. 


All county bank branches have strengthened control over loans. Loans are 
granted in strict accordance with the procedures, conditions, the size of the 
use of funds, and the ratio between loans and their own funds, and have reason- 
ably reduced the scale of loans granted to various levels. 


In addition, they have also taken measures to check up on and recover loans 
for importing goods, for trustee business, and for businesses and enterprises 
run by party and government organs, to control the size of fixed asset 
investments and consumption funds, and to actively recover all mature and 
overdue loans. This has not only controlled the size of rural loans, but has 
also greatly increased various bank savings and deposits, thus providing very 
favorable conditions for increasing rural loans and for supporting rural 
commodity production. 


/8309 
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17 December 1985 


FINANCE AND BANKING 


BRIEFS 


BANK REGISTERS FINANCIAL UNITS--Recently the Hainan branch of the People's 
Bank of China issued permits to do financial business to 44 financial units 
and abolished 10 illegal financial units. Establishing and abolishing 
financial units is important work done by the People's Bank of China in 
playing its role as a central bank. In order to strengthen control over 
financial organs in the region, to maintain a good and socialist financial 
order, and to ensure its legal rights in banking operations, since the 
beginning of the year the Hainan branch of the People's Bank of China has 
investigated and registered all financial organs in an all-round way. 
Approval has been given to financial organs which have a rational setup, have 
promising prospects, provide convenience to the masses, and meet the require- 
ments of the state's financial policy for doing financial business and permits 
have been issued to them. Overlapping financial organs which vie with others 
in financial business and violate relevant regulations have been abolished. 
[Text] [Haikou Hainan Island Service in Mandarin 0400 GMT 11 Nov 85] /8309 


INDIVIDUAL BUSINESSES--By the end of August this year, there were 16.3 million 
licensed individual businesses in China, compared with 140,000 in 1978. From 
1981 to 1984, individual businesses throughout the country paid more than 

4.2 billion yuan in tax to the state and employed more than 900,000 job- 
seeking young people in both urban and rural areas, in addition to 2.3 million 
other job-seekers and 12 million surplus able-bodied farm workers in rural 
areas. [Summary] [Beijing Domestic Service in Mandarin 0400 GMT 18 Oct 85 OW] 
/8309 
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17 December 1985 


MINERAL RESOURCES 


HEILONGJIANG OFFICIAL INTERVIEWFD ON GOLD PRODUCTION POLICY 
SK130556 Harbin Heilongjiang Provincial Service in Mandarin 1000 GMT 12 Nov 85 


[Interview by reporter (Wang Liancai) with (Cui Dewen), deputy manager of the 
Heilongjiang Gold Company, regarding measures for fulfilling gold production 
tasks set by Seventh 5-Year Plan--recorded |] 


[Text] [Reporter] Comrade (Cui), as our province overfulfilled its gold pro- 
duction plan by 5 percent at the end of October this year and will show a 
yearly average increase of 30 percent in gold product from 1986 on according 
to the demands set forth by the Seventh 5-Year Plan, would you please tell us 
the province's concrete policy and measures for developing gold production? 


[Answer] Well, what we should first mention is that our province has the 

strong point of natural resources in developing gold production. According 

to statistics compiled at the end of 1984, the province's gold deposits 

assessed by the units concerned ranked second in the country. In order to 

turn the strong point of natural resources into that of products, the provincial 
people's government held a work conference on gold production this September, 

at which it mapped out the following five policies: 


1. It is necessary to enforce the open policy. All mining areas and mines for 
which the state has no intention of drawing up production plans in the recent 
period can be run by local collectives or individuals in an organized manner 
after receiving approval. As for leftover mines of the state mining areas and 
small mining areas unsuited to mechanization, we should actively have the people 
exploit them or run them as open joint-venture businesses. Efforts should be 
made to allow or encourage various industries and trades to run mines by 
adopting various styles and to have outside or foreign enterprises, units, 

and individuals invest in mining in the province or to open joint-venture 
enterprises. 


2. It is necessary to enforce purchasing out-of-quota gold at added prices 
and giving retention to the producers. The base for over-quota purchases will 
be fixed in line with the target set forth in the 1984 state plan. As for 
retention after overfulfilling the quota, the state gold mines may retain 
about 57 percent, and the state gold mines run by local units and administra- 
tive departments may retain 70 percent. 
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3. It is necessary to enforce the system of providing retention for producers 
of foreign exchange earned by gold exports. Gold is an export product earning 
foreign exchange without raw materials. As for the standard of retention 

from export earnings, state gold mines run by local units and individually 
owned mines may give 60 percent of their earned foreign exchange to their 
prefectural, city, or county authorities. The gold mines run by the industries 
and trades may give 60 percent of their earned foreign exchange to the enter- 
prise authorities or the administrative departments of enterprises. 





4. It is necessary to increase the purchase price of gold. In this way both 
enterprises and miners are practically benefited. On the basis of a 40-percent 
increase in the gold purchase price this February, effective 1 September this 
year all township and town-owned, collectively owned, and individually owned 
enterprises engaged in gold production and which have sold their products to 
the state can enjoy state subsidies of 200 yuan, and they also can be exempted 
from the tax on 200-yuan income. 


5. It is necessary to enforce loan systems and to give preferential treatment 
in material supplies and goods transportation to enterprises engaged in gold 
production in order to ensure the steady development of gold production 
throughout the province. 


[Reporter] Well, we thank [you] very much for your explanation, in which we 
have learned about the policy that has been geared to the needs of the masses. 
Thus, we are very confident about gold production in the province. 


/8309 
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JPRS-CEA*85°110 
17 December 1985 


INDUSTRY 


JILIN'S GAO DI ATTENDS OFFICE MEETING AT PLANT 
SK110451 Changchun Jilin Provincial Service in Mandarin 2200 GMT 9 Nov 85 


[Text] On the morning of 9 November, an on-the-spot office meeting was held 
at the Changchun No 1 Motor Vehicle Plant with the participation of Gao Di, 
secretary of the provincial CPC Committee; Gao Dezhan, governor of the 
province; Chen Zhenkang, mayor of Changchun City; and responsible comrades 
from the relevant departments and bureaus of the provincial and city planning 
and economic commissions, banks, and the machinery, material supply, 
industrial-commercial, and tax revenue units--more than 20 persons in all. 


The meeting was chiefly aimed at implementing the spirit of the National 
Conference of Party Delegates, curtailing the scope of investment in plant 
expansion, giving a comprehensive report on the prevailing situation, and 
helping enterprises deal with difficulties cropping up during making progress. 


Attending the meeting were (Li Richang), secretary of the plant party committee, 
and (Li Shujie), first deputy chief of the motor vehicle plant, and [words 
indistinct]. Gao Dezhan, governor of the province, presided over the meeting. 


At the meeting, the comrades concerned of the motor vehicle plant delivered 
reports with regard to the situation prevailing in output this year, (the 
production plan for 1986), the product quality, the products in stock, and 

the current technical renovations and with regard to the existing issues of 

fund circulation, product sales, and loans. The responsible persons from the 
provincial and city organs put forward their constructive and concrete opinions. 
Governor Gao Dezhan gave a final say on the spot regarding the problems that 

can be dealt with by the provincial authorities and urged them to relay their 
questions that cannot be solved by the province to the central authorities. 


In concluding the meeting, Gao Di, secretary of the provincial CPC Committee, 
delivered a speech in which he pointed out: The No 1 motor vehicle plant has 
scored marked achievements in various fields. However, it will certainly 
encounter difficulties in making progress and will experience more arduousness 
in the production of 1986. Therefore, the entire province should support the 
plant and should regard the difficulty of the plant as their own, 
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At the meeting, (Li Richang), secretary of the plant party committee, also 
delivered a speech in which he expressed appreciation for the concern shown 
by the provincial and city leadership and said that the questions in concern 
had been basically dealt with at the meeting. From now on, the plant's 
leading body should earnestly study or explore their problems and submit 
them upon their emergence to the provincial authorities. 
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JPRS-CEA+85-] 10 
17 December 1985 


INDUSTRY 


BRLEFS 


SHANDONG BUILDING INDUSTRY--During the Sixth 5-Year Plan period Shandong 
Province has rapidly developed the building industry. According to statistics, 
so far the province has more than 230 county-level building and installation 
enterprises and about 90 percent of them have implemented all forms of the 
contracting responsibility system. About 5,800 projects were constructed under 
contracts, accounting for 83 percent of the total number of projects undertaken 
by the construction units. About 82 percent of the state building and installa- 
tion enterprises in the localities have implemented the system of signing 
contracts to fix the amount of wages for every 100 yuan worth of finished work. 
The per-capita productivity of the building industry in 1985 is estimated at 
some 6,500 yuan, an increase of 32 percent over 1980. The rate of reducing the 
construction cost is estimated at 7 percent. [Summary] [Jinan Shandong 
Provincial Service in Mandarin 2300 GMT 14 Nov 85 SK] /8309 


CSO: 4006/307 
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JPRS-CEA+85-110 
17 December 1985 


CONSTRUCT LON 


HEILONGJLANG ACHIEVEMENTS IN BUILDING HIGHWAYS 
SK200051 Harbin Heilongjiang Provincial Service in Mandarin 1000 GMT 18 Nov 85 


[Text] During the implementation period of the Sixth 5-Year Plan, our province 
will fulfill highway construction plans on schedule. Over the past few years 
and in Line with the demand set forth by the Sixth 5-Year Plan, our province 
has concentrated its efforts on emphatically rebuilding several main lines 
which have relieved traffic congestion in imports and exports by the central 
cities. The province has also built trunk Lines, with Harbin City as their 
center, to connect with Binxian County, Mingshui County, Zhaodong County, and 
with Qingan County via Hulan and Suihua Counties. The length of these main 
highways is more than 460 km. The province has also rebuilt or expanded the 
main import and export highways among Qiqihar, Jiamusi, and Hegang Cities. 
The province has build the Hailang bridge in Mudanjiang City, the large 
(Did.o) bridge in Jixi City, and (Hengshan) road. 


During the period our province has also rebuilt in succession highways linking 
more than 30 counties and has relieved traffic congestion in small cities and 
towns. Highway sections totaling 927 km, which are unsuitable for economic 
development and cannot be rebuilt through centralized labor forces, have been 
rebuilt or repaired by the local governments by mobilizing the masses. They 
have rebuilt 213 wood bridges. At present, the mileage of the highways through- 
out the province has reached 45,400 km. Ninety nine percent of townships 

and towns and 59 percent of villages in the province have been connected with 
highways. 


/8309 
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JPRS*CEA-85-1 19 
17 December 1985 


CONSTRUCTION 


HEILONGJIANG MAKES PROGRESS IN HOUSING CONSTRUCTION 
SK180711 Harbin HEILONGJIANG RIBAO in Chinese 2 Nov 85 p 2 


[Excerpts] Since the 3d Plenum of the 11th CPC Central Committee, our province 
has accelerated the construction of urban and rural residences. From 1979 to 
1984, the state, departments, and enterprises had invested 4.81 billion yuan 
of funds in residential construction, an increase of 100 percent over the total 
investment made in the 24 years prior to 1979. From January to September of 
this year, the province had invested 529 million yuan of funds in residential 
construction, an increase of 62.4 percent over the corresponding period last 
year. Over the past 6 years, the province has constructed new residences on 
some 27.33 million square meters. Nearly 1 million families have moved into 
new houses. The per capita floor space of urban residents increased from 

3 square meters in 1978 to 4 square meters in 1984, 


Over the past 4 years, the collective units in the urban areas of the proviice 
had invested more than 140 million yuan of funds in residential construction, 
and built houses on some 690,000 square meters. The investment in urban 
private housing construction was 550 million yuan. Private houses were built 
on total of 6.6 million square meters. The pace of residential construction 
was accelerated. 

Along with the increase in the peasants’ income over the past few years, "a 
great upsurge in housing construction" has been launched in rural areas. From 
1981 to 1984, 1.046 million rooms, occupying an area of more than 23.26 million 
square meters, were built in rural areas. The number of rooms possessed by 
each peasant family increased from 2.2 in 1978 to 2.8 in 1984. The per 

capita living space rose from 6 square meters to 11.4 square meters. The 
houses are gradually becoming more and more beautiful and comfortable. Clay 
and shabby houses are gradually being replaced by brick and tile-roofed 

houses. 
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17 December 1985 


CONSTRUCTION 


BRIEFS 


JIANGSU PORT EXPANSION--The Ministry of Communications and the provincial 
government jointly reviewed and approved the General Expansion Plan of the 
Zhangjia Port on 21 October. Zhangjia Port is located in Shazhou County, 

and was officially approved by the State Council in 1982 as an open port. 
According to the plan, Zhangjia Port will become a modern harbor, with berths 
for coal, lumber, container, bulk goods, and passenger vessels by the year 
2000. [Summary] [Nanjing Jiangsu Provincial Service in Mandarin 1190 GMT 

24 Oct 85 OW] /8309 








TIANJIN RURAL HOUSING CONSTRUCTION--From January to mid-November 1985, 
Tianjin Municipality completed 2.05 million square meters of rural housing, 
of which 53,000 square meters were houses of two or more stories. During 
this period some 800 kilometers of roads were built in the rural areas. 
About 80 percent of peasant households have tap water supplies. [Summary] 
{Tianjin City Service in Mandarin 0030 GMT 14 Nov 85 SK] /8309 


BEIJING ROAD CONSTRUCTION--During the Sixth 5-Year Plan period, the general 
communications company of Beijing Municipality has expanded or reconstructed 
89l1-km of roads. The total road mileage of the municipality exceeds more 
than 8,200 km at present. [Summary] [Beijing BEIJING RIBAO in Chinese 

29 Oct 85 p 1 SK] /8309 


SHANXI WATER CONSERVANCY CONSTRUCTION--The provincial CPC committee and govern- 
ment convened a telephone conference in Yuci City on the evening of 

17 November to mobilize a provincewide drive to repair and build water con- 
servancy projects this winter and next spring. Wang Jianggong, deputy 
secretary of the provincial CPC committee, made a speech. After pointing out 
the natural aging, poor management, and dilapidated state of the water 
conservancy projects in the province and the lowering of their flood-resistant 
capacity, he demanded that the province take advantage of the slack agricul- 
tural period during winter and spring to carry out a large-scale drive to repair 
and build water conservancy projects. This will enable the existing projects to 
fully play their part, thus creating conditions for a bumber harvest next year. 
The work should be centered on consolidating the existing water conservancy 
installations. [Excerpts] [Taiyuan Shanxi Provincial Service in Mandarin 

2300 GMT 17 Nov 85] /8309 
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17 December 1985 


FORELGN TRADE AND [NVES'TMEN’ 





BETJING MUNICIPAL EXPORTS DURING 1979-1984 PERLOD REPORTED 
SKL50/748 Beijing BEIJING RIBAO in Chinese 29 Oct 85 p ] 


[Excerpts] At a recent press conference, a responsible comrade of the 
municipal Commission of Foreign Economic Relations and Trade said: During 
the past 6 years, from 1979 to 1984, Beijing Municipality saw an average 
annual increase of 11.8 percent in foreign exports. 


He said: In 1984, the export volume of foreign trade reached some $626 million, 
which was 1.12 times higher than in 1978. The export products included more 
than 100 varieties of textile products, handicraft articles, Light industria! 
products, grain and oil, native and animal by-products, chemical industrial 
products, machinery, hardware, and mineral products. These products were 
marketed to more than 130 countries and regions. Beijing Municipality has 
established trading relations with more than 10,000 foreign firms and traders. 
The export volume of the first 9 months of this year reached some $400 million. 
Owing to the slump in the international market, Beijing Municipality's e: 

task in the first half of the year was not ideal. However, th 

government and the relevant departments adopted, in a timely manner, a series 
of measures for strengthening and expanding exports, and further strengthened 
the personal responsibility system, thus enabling the export volume of the 
third quarter to reach more than $160 million and to show a fairly big increase 
over the first two quarters. Judging from the current trend of development, 
Beijing Municipality is hopeful of fulfilling this year's state-assigned 

export plan. 


During the past 6 years or more, marked changes have taken place in the struc- 
ture of export commodities of the municipality. Of the total export volume, 
the proportion of handicraft articles and primary products dropped and that of 
industrial finished products rose. Comparing 1984 to 1978, some $110 million 
worth of handicraft articles were exported in 1984, an increase of 35 percent 
over 1978. The ratio of export handicraft articles to the total export volume 
of the entire municipality dropped from 31.8 percent to 19.8 percent. The 
amount of light and textile products exported was valued at more than 

$340 million, showing an increase of 146.6 percent. The proportion of these 
products increased from 49.2 percent to 55.6 percent. The total value of 
electronic products amounted to some $13 million, an increase of 12 times over 


1978. 


The number of "competitive" commodities with an export volume of more than 
$10 million increased from 5 in 1978 to 14. These products mainly included 
clothing, prepared Chinese medicines, carpets, enamel, and gold ornaments. 
These commodities accounted for about 40 percent of the municipality's total 


export value. 
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17 December 1985 


FOREIGN TRADE AND INVESTMENT 


YUNAN PROMOTES FOREIGN ECONOMIC RELATIONS, TRADE 
HK170319 Kunming Yunnan Provincial Service in Mandarin 2300 GMT 16 Nov 85 


[Text] Yunnan has now established economic and trading ties with over 

50 countries and regions. During the 6th 5-Year Plan, the total volume of 
the province's imports and exports reached $700 million. The province has 
taken a gratifying step forward in using foreign investment and importing 
technology to develop the economy. 


In June this year, the province held talks in Hong Kong on economic and 
technological cooperation and trade. We had contacts there with over 

1,300 businessmen from over 20 countries and regions and signed 302 coopera- 
tion agreements involving a total of $320 million. After several months of 
firming these up, by the end of October, contracts for 14 joint ventures, 
cooperation and compensation trade projects had been approved, including 
projects for the cigarette and electronics industries, power plants, tourist 
hotels, clothes production, and other production and construction items. 
These involve a total of $86 million, 11 times the total amount for the 
previous 4 years of the 6th 5-Year Plan. 


By the end of October the province had overfulfilled this year's foreign 
trade plan. Total volume of exports and imports showed respective rises of 
19 and 88 percent compared with the same period last year. 


There has been a big increase in the volume of border trade. Horizontal 
ecc omic ties have also been strengthened. In the first 10 months of the 
year, Yunnan signed over 2,000 economic cooperation project agreements with 
other provinces, regions, and cities, and also between different areas 
within the province. 


According to calculations, after the cooperation projects to be carried out 
with other parts of China are completed, they can increase Yunnan's output 
value by 180 million and its taxes and profits by 30 million yuan. 
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FORELGN TRADE AND IN MENT 


HELLONGJIANG REPORTS PROGRESS IN FOREIGN TRADE, COOPERATION 
SK170937 Harbin HEILONGJIANG RIBAO in Chinese 27 Oct 85 p 2 


[Excerpts] Since the 3d Plenary Session of the llth CPC Central Committee, 
our province has conscientiously implemented the principles of invigorating 
the domestic economy and opening to the outside world, has broken with the 
protracted situation in which various localities separated from others and 
formed a system of their own, has begun to change from having a closed 
economy to having an open economy, and has made relatively rapid progress in 
developing trade contacts and economic and technological exchanges with 
foreign countries and in developing economic and technological cooperation 
with other provinces and regions in the country. 


Having changed from merely providing goods for export to independently 

running import and export businesses, the province's volume of commodities 
procured for export amounted to 2.75 billion yuan in 1984, a 1.2-fold increase 
over 1978, and a record high, and the total volume of commodities directly 
exported by foreign trade departments amounted to $385 million. Fresh progress 
has been made in the trade with border areas of the Soviet Union. Our pro- 
vince has also sponsored export commodity sales [words indistinct] in Canada 
and Hong Kong, thus amplifying the province's [word indistinct] international 
trade. 


The development of foreign trade has provided funds and markets for economic 
and technological cooperation with foreign countries. During the past few 
years, our province has established economic and trade relations with more 
than 1,700 foreign firms in more than 100 countries and regions, including 
Japan, Southeast Asia, the Middle and Near East, Europe, America, and the 
Soviet Union. Meanwhile, the province has signed a total of 531 contracts 
with foreign countries for new construction projects, expansion projects, 
renovation of old enterprises, and technological imports, and has utilized 
$420 million in domestic foreign exchange loans. 


In the course of opening to the outside world, our province has vigorously 
developed economic and technological cooperation with other provinces and 
regions in our country. According to statistics, in 1984 our province estab- 
lished stable economic cooperative relations with 20 fraternal provinces, 
municipalities, and regions and with more than 130 prefectures and cities; 
signed some 1,500 agreements on economic, technological, and material 
cooperation, and imported 80 million yuan of funds. 
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From January to September this year, the total volume of commodities procured 
for export amounted to 2.76 billion yuan, a 35.8-percent increase over the 
corresponding period in 1984. The volume of foreign trade and export in- 
creased by 9.6 percent over the corresponding period in 1964. As of the 
first half of this year, our province had already established economic and 
technological cooperation with 28 provinces, municipalities, and regions and 
with more than 300 administrative offices, cities, and counties; signed more 
than 700 agreements or contracts on organizing economic associations; imported 
more than 2,000 technology-related items; cooperatively trained and invited 
more than 1,500 technical management personnel; and imported and exported 

200 million yuan worth of commodities through cooperation. 
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FOREIGN TRADE AND INVESTMENT 


STUDY INTERNATIONAL ECONOMIC LAW TO PROMOTE OPEN DOOR 


Shenzhen SHENZHEN DAXUE XUEBAO LJOURNAL OF SHENZHEN UNIVERSITY] in Chinese 
Vol 1No 1, Dec 84 pp 8-13 


[Article by Li Zepei 2621 3419 3099], Shenzhen University Faculty of Law: 
"Study and Apply International Economic Law To Serve the Further Development 
of Chinese-Foreign Economic Cooperation" ] 


[Text] Summary of contents: China has already achieved striking successes in 
the implementation of its open door policy and the development of its economic 
relations with foreign countries. The relationship between international 
economic cooperation and international economic law is extremely close. It is 
essential for us to intensify our studies of international economic law. The 
Significance and usefulness of the thorough study and correct application of 
international economic law lies in the following: it enables safeguarding 
national sovereignty and economic interests; it is beneficial for the 
perfection of our legislation dealing with foreign economic relations; it 
enables a more appropriate use of international practices; it enables 
providing our contracts with the assurance of an effective and reliable 
foundation; and, as a consequence, in enables a much improved expansion and 
development of international cooperation and of technological exchange. 


In 1978, the 3d Plenum of the 11th CPC Central Committee issued the historical 
policy decision shifting the focus of work to socialist modernization, and 
formulated the grand policy of the socialist modernization suited to China's 
national conditions. At the same time it eliminated erroneous "leftist" 
ideologies and reaffirmed the implementation of an open door policy, while 
proposing energetic development of China's economic relations with the outside 
world. It was an important strategic policy decision of this historical era. 


This policy decision was based upon Marxist ideology, it also accorded with 
the trend of social development and the trend of modern world history. 
Marxism acknowledges that for purposes of accelerated economic development, 
socialist countries may utilize foreign capital and import advanced 
technologies, if self-reliance remains the basis of all reconstruction. As 
early as the eve of the October revolution, Lenin pointed out that it was 
essential for Russia to absorb "the existing experiences of the advanced 
countries and their achievements in the areas of technology and civilization," 
as a means to "catch up, and, moreover, to surpass the advanced countries in 
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the economic realm."!’ On the eve of the establishment of the PRC, Chairman Mao 
Zedong also pointed out: "The Chinese people desire to carry on friendly 
cooperation with all the peoples of the world and to restore and develop 
international trade relations, so as to benefit the development of production 
and bring about a prosperous economy."* In our times, because of modern 
large-scale production and the formation of world markets, also due to the 
rapid development of S&T, every country in the world, whether economically 
backward or advanced, can accelerate the development of its own economy only 
by instituting economic cooperation and technical exchange with other 
countries on a broad scale. In its status as a developing socialist country, 
China must also, based upon the principles of independence, self-determination 
and reconstruction in self-reliance, actively institute economic cooperation 
with the outside world, show an aptitude to utilize foreign capital and 
advanced technologies, so as to continuously strengthen its ability to 
reconstruct in self-reliance and accelerate completion of the four 
modernization projects. Precisely as Comrade Deng Xiaoping pointed out in his 
essay "Historical Experiences in China's Economic Construction"; "In carrying 
out our policy of economically opening up to the outside world, we strive to 
utilize internationally available capital and advanced technolcgies to assist 
China in the development of its economy." "On the one hand we institute an 
open door policy, but on the other hand we maintain a policy of prior 
consideration for the principle of reconstruction through self-reliance, a 
principle that Chairman Mao Zedong has been advocating ever since the founding 
of the PRC." 


Facts have proven that our open door policy and the development of our 
external economic relations during the last few years achieved great results: 
much foreign capital was absorbed and many items of advanced technology and 
equipment were imported, while our foreign exchange revenue increased. 
According to statistics, China's agreements between 1979 and 1982 involved 
absorption of $20.172 billion, of which $12.64 billion are already being 
used.4 Since it instituted special policies and flexible measures in July of 
1979, by the end of June, 1983, Guangdong Province concluded a total of 26,857 
economic agreements with foreign parties, involving investments of $4.2 
billion, of which $900 million are already being used. During these 4 years, 
more than 100,000 items and sets of various equipment have been imported with 
the use of foreign capital; exports from the entire province doubled from 1979 
to 1982, and foreign exchange receipts totaled $4.5 billion, which is more 
than twice the amount of the 4 years prior to 1979.2 By the end of 1983, the 
Shenzhen SEZ had concluded more than 2,500 agreements with foreign parties, 
involving over $1.8 billion of investments, of which $400 million have already 
been put to use. It has at the same time imported more than 2,5V0 items and 
sets of equipment.° In the first quarter of this year, the city has signed 
130 agreements. As the investment environment continuously improves, the 
overall state of investments in the Shenzhen SEZ has changed: First, there 
has deen a change from small-scale to large-scale items among imports. 
Second, there has been a change from land development and the construction of 
commercial buildings to items of industrial construction. Third, more 
investments are coming from developed capitalist countries. Fourth, there has 
been a change from past foreign investments for the processing of imported 
materials and for compensation trades to independently financed operations, 
Chinese-foreign joint ventures and cooperative management operations. 
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Over the past few years, China has employed a great variety of patterns in its 
Chinese-foreign economic cooperation and technology interchanges. Apart from 
import-export trade, it has employed Chinese-foreign joint enterprises, 
Chinese-foreign cooperatively managed (production) enterprises, Chinese- 
foreign cooperative development, compensation trade, processing or assembling 
of imported materials, permit trade, leasing, technical consultation, 
contracting for engineering or technical work and importation of foreign 
capital to operate wholly-owned foreign enterprises. According to figures 
published for the period 1979 to 1982 by the Exhibition of Products from 
Chinese Enterprises Utilizing Foreign Capital, there were in China 83 joint 
ventures using Chinese and foreign investment, 792 cooperatively managed 
enterprises, 872 cases of compensation trade, all operated with direct 
investments from abroad./ Again, according to statistics up to the beginning 
of 1982, there were 18 Chinese-foreign off-shore oil exploration and 
development agreements. Up to 1983, the Shenzhen SEZ had 198 enterprises 
actively working with investments from abroad, either wholly-owned, or as 
Chinese-foreign joint ventures, or cooperatively managed with imported 
capital.® While we absorb foreign capital to operate joint enterprises in 
China, we also invest abroad in joint enterprises. From 1979 to the end of 
1982, over 100 joint enterprises were set up abroad, partly in the industrial 
countries of Europe, America and in the developing countries of Southeast 
Asia, the Middle East and Africa, and partly in the territories of Hong Kong 
and Macao. Activities of these enterprises include industrial production, 
architectural engineering, processing planning, contracting for engineering 
projects, communications and transportation, finance, insurance and technical 
consultation. Up to the end of last year, China had established more than 40 
corporations for international cooperation and for contracting work abroad. 


The fundamental reason why China was able to achieve its striking successes in 
the development of external economic relations is the correct party and state 
policy. Inseparably linked with this fact is the continuous study and correct 
application of law by the departments concerned in the process of implementing 
these policies. 


Marxism holds that "the development of law takes economic development as its 
foundation."9 Following World War II, especially during the last 20 years, 
Owing to the developmental changes in international economic relations and in 
the forms of international contacts, and because of the rapid development of 
S&T, series of new legal questions have emerged in international relations, 
continuously creating new branches and spheres of law, either in international 
legislation or in the legislation of the various countries, to meet the needs 
of objective reality. The new sphere of the system of international economic 
law is developing in the wake of the progress of international economic 
relations. Although scholars in China and abroad currently hold different 
views on the concepts, targets, content and system of international economic 
law, two factors are generally acknowledged: international economic law is a 
new and independent department of law; and, the importance of international 
economic law is growing steadily. Thus it should be studied and applied by 
everyone for the benefit of progress in international economic cooperation. 


The study of international economic law is an important component of China's 
study of legal theory, and is also a necessary element in the practice of 
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international cooperation with the outside world. Since the early 1980's 
there has been progressive development in the exploration and study of 
international economic law in China's legal circles. In December of 1982, a 
scholarly symposium on international economic law was held in Shangha under 
the auspices of the China International Law Society. Recently, periodicals 
and newspapers have repeatedly published articles discussing international 
economic law, exploring such questions as to whether international economic 
law constitutes an independent department of law, its relations with the other 
branches of law, its target and scope as well as how to establish our own 
Chinese system of international economic law. 


Because of the present wide range of international economic relations and the 
great variety of specific patterns of economic cooperation and technological 
exchange, the volume of laws that regulate international economic relations is 
extremely large. In the field of foreign trade, we now have international 
commodity trading laws, international commodity transportation laws (including 
international laws on marine transportation, railway transportation, air 
transportation and various forms of through-transportation), international 
transport insurance laws and international commercial payment laws. In the 
field of investments and technology transfers, we have international laws on 
investments, credits, technology transfers and cooperative developments. 
There are also international commercial laws, international finance laws, 
international taxation laws and international commercial arbitration laws. 
Apart from these laws that directly concern international economic cooperation 
and technological exchange, international economic intercourse can also 
involve spheres of international public law, international private law, 
maritime law, customs law, patent law, trademark law, negotiable instruments 
law, labor law, foreign exchange control law and even civil and criminal law, 
civil procedure law, and other spheres of international and national 
legislation. Furthermore, over 70 countries and territories throughout the 
world have set up special economic zones under various names (free trade 
zones, export processing zones, free industrial zones, free customs zones, 
investment promotion zones, or free ports). A variety of special laws apply 
to these special zones. The source of international economic law is on the 
one hand the formal appearance of its norms, and on the other hand 
international treaties, international practice, and domestic legislation. 
There are, for instance, the multilateral international conventions of the 
United Nations, such as the International Convention on the Trading of 
Commodities, the International Convention on Legal Provisions Regarding 
Uniform Bills of Lading (Hague rules), and the International Convention on 
Civil Law Responsibility for Damage from Oil Pollution. China has also 
concluded individual treaties with many countries, such as trade and 
navigation treaties, trade and payment agreements, and investment protection 
agreements, that are bilateral treaties. Practices regarding FOB, CIF and C&F 
clauses in contracts have become international trade practices. Some of 
China's domestic laws include the Law on Joint Enterprises with Chinese- 
Foreign Investments, the Law on Foreign Cooperation in the Off-Shore 
Exploitation of Oil Resources, and the Regulations Governing the SEZs of 
Guangdong Province. There are also domestic laws promulgated by every country 
in the world, such as on customs, taxation, patents, investments, foreign 
exchange control, etc. One may say that every area and every section of 
international economic intercourse is closely linked with law. Every country 
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in the world, therefore, attaches much importance to relevant national 
legislation and to the negotiation and conclusion of relevant international 
treaties with other countries. If we are to develop foreign economic 
cooperation and technological interchange, we must not only conscientiously 
study and implement our own relevant national laws and decrees, but also study 
international economic law. We must gain an understanding and study the 
relevant legislation in other countries, study the relevant international 
treaties and practices, and also fulfill China's treaties and agreements with 
other countries and all international conventions that China has joined. In 
brief, we must thoroughly study and correctly apply international economic 
law. 


While we emphasize the study and research of international economic law, we 
must also attach importance to the study of economic laws that apply to 
special zones. The laws on SEZs are the summation of norms regulating the 
economic relations of special zones. China's SEZs are those of a socialist 
country, and their economy is an organic part of the unified national economy. 
Legislation concerning the SEZs too has to be an organic part of the unified 
legal system of the whole country. The economic legislation for the SEZs 
must, therefore, uphold the party policy and conform to the provisions of 
China's constitution and all its relevant economic legal norms and to other 
laws and regulations. However, the SEZs are implementing special policies and 
flexible measures, different from those in non-SEZ areas. Economic 
legislation concerning the SEZs has, therefore, its special characteristics to 
fit the economic status and diversification of economic relations unique to 
the SEZs. In the past few years, special legislative work relating to the 
SEZs has already begun. There are, for instance, five laws to meet the needs 
of the Shenzhen SEZ, and a set of further laws is now being drafted. For 
better regulation of the economic relations of the SEZs and to develop their 
economies as quickly as possible, actual practice poses new demands on those 
concerned with legal work, namely to attach importance to economic laws for 
the SEZs, to research them, draw conclusions and straighten them out on the 
theoretical plane. 


Research and application of international economic law is of great 
significance and usefulness: 


First, for the protection of national sovereignty and economic interests. 


Mutual respect of sovereignty and equality are fundamental guiding principles 
in international relations; they are also the most important principles of 
international economic law. The two principles have universal significance and 
have been incorporated in several important international documents. One 
principle expressed in Article 2 of the Charter of the United Nations is "the 
sovereign equality of all its members." The famous five principles of 
peaceful coexistence, initiated between the premiers of China and India and 
the premiers of China and Burma and acknowledged worldwide, also contain these 
two principles of "mutual respect for sovereignty and territorial integrity" 
and "equality with mutual benefits." The 15 fundamental principles defined in 
the United Nations Charter of the Economic Rights and Obligations of All 
Nations also include the principles of "the sovereign equality of all nations" 
and of "fairness and mutual benefit." Article 2 of this charter stipulates: 
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"Every country enjoys complete and permanent sovereignty regarding its wealth, 
natural resources and economic activities, including the rights to possession, 
use and disposition, and may freely exercise these rights." This shows how 
extremely important the principles of respect for sovereignty and equality 
with mutual benefit are. Upholding these two fundamental principles alone can 
guarantee the normal development of international economic relations. 


In order to broaden foreign economic cooperation, Chinese law provides that 
foreign enterprises and other economic organizations as well as enterprises 
organized with joint Chinese and foreign capital operating within the 
territory of China must obey Chinese laws, while China protects their 
legitimate rights and interests. The grand basic law of the state, the PRC 
Constitution, explicitly states this principle in its Article 18. Article 2 
of China's Law Governing Enterprises Jointly Using Chinese and Foreign Capital 
reads: "The Chinese Government protects by law the investments, due profits 
and legitimate rights of foreign partners in cooperative enterprises, 
according to agreements, contracts and statutes approved by the Chinese 
Government," and "all activities by joint ventures must obey the laws, decrees 
and relevant regulations of the PRC." China's laws and regulations concerning 
customs, taxation, foreign exchange control, etc., on the one hand grant 
preferential treatment of various kinds to foreign-financed enterprises, joint 
ventures and cooperative enterprises, and on the other hand prescribe that 
they must obey China's maritime customs regulations, must pay legal taxes and 
obey foreign exchange control regulations. All these are manifestations of 
the principles of sovereignty and equality with mutual benefit. 


As fundamental principles of international law, the principles of sovereignty 
and equality with mutual benefit permeate all specific institutions and all 
norms of international economic law and must be obeyed by all nations, all 
economic organizations, juristic and natural persons, whenever engaged in 
international economic activities. Upholding the principles of sovereignty and 
equality with mutual benefit, familiarity with the norms and institutions of 
international economic law and implementing and applying them conscientiously, 
will enable the continuous development of foreign economic relations, and will 
also guarantee freedom from infringement upon national sovereignty and 
economic rights and interests. 


Second, in helping perfect China's laws and regulations concerning foreign 
economic relations and in the further improvement of the investment 
environment. 


The foreign investor's principal concern is to be assured of the integrity of 
relevant investment laws when pondering such questions as to what the 
investment environment is like, whether it is safe, and whether his legitimate 
rights and interests are guaranteed. If there are clear and definite 
provisions and guarantees in law, the investor will be at ease. This requires 
that the state clearly and concretely define through laws what its policies 
and measures are to be, to guarantee the investment, the due profits and other 
legitimate rights and interests of the foreign investor, and furthermore to 
guarantee him a stable place of business and freedom from transgressions 
against his person or his property. Furthermore, a complete set of relevant 
laws as something to be relied upon and as something to be complied with by 
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Chinese and foreign parties in their cooperation is indispensable for the 
smooth development of economic cooperation. 


China has already promulgated and implemented a series of laws and regulations 
on external economic relations in order to develop foreign economic 
cooperation. These include the Law on Joint Ventures Using Chinese and 
Foreign Investment and its enforcement regulations, Regulations on the 
Registration of Chinese-Foreign Joint Ventures, Regulations on Foreign 
Cooperation in the Exploitation of Offshore Oil Resources, Regulations 
Governing Permanent Representatives in China of Financia! Institutions of 
Overseas Chinese and Foreign Capitalists, in addition to about 30 separate 
laws and regulations on such topics as labor management, foreign exchange 
control, tax revenue, import-export licensing, advertising, trademarks, and 
also the recently promulgated patent law. There is also a series of laws and 
regulations concerning the SEZs, such as the Regulations Governing the 
Guangdong SEZs, and special regulations on such subjects as personnel entering 
or leaving the SEZs, registration of enterprises, workers wages, land 
management, economic contracts with foreigners, technology imports, control of 
commodities and real estate, etc. The contents of the above-mentioned 
regulations provide many privileges for investors, on the premise of not 
infringing on the state's sovereignty. We may indeed say that investments by 
foreign parties are safe in China, that their legitimate rights and interests 
are fully guaranteed, and that under normal operating conditions the foreign 
businessman will be able to gain certain benefits from his investment. Taking 
the Shenzhen SEZ as an example, according to statistics for more than 90 
foreign-financed, joint venture and cooperative enterprises with finalized 
accounts for 1983, over 80, or more than 84 percent, had made profits. While 
continuously perfecting its domestic legislation, China signed agreements for 
the promotion and protection of investments with Sweden, Romania and the FRG 
and, furthermore, negotiated, or is in the process of negotiating, such 
agreements with Belgium, Luxemburg, France, Japan and the United States. The 
objective in negotiating and signing investment agreements is the smooth 
development of mutual international economic relations and the guarantee of 
legitimate rights and interests of the investors. 


Of course, China has only recently begun utilizing foreign capital, and it 
will require a certain period of time to perfect legislation regarding foreign 
economic relations. Vigorous efforts are now being made to perfect 
legislation. Questions as to what laws and regulations must be formulated and 
how they are to be formulated in specific detail require on the one hand that 
we proceed from the national conditions of China, and on the other hand refer 
to practices and methods established during international economic intercourse 
and technological exchange in the past over long periods of time, and that we 
particularly emulate certain good methods apparent in foreign countries. It 
is therefore necessary for us to conduct further research into international 
economic law and thoroughly study the relevant laws in effect in other 
countries. This is very important in the interest of an early perfection of 
our legislation on foreign economic relations. 


Third, for a better utilization of the practices and customary methods of 
international economic intercourse, and for more effective work in economic 
cooperation and technological exchange. 
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The conscientious study of international economic law will enable us to become 
familiar with the specific substance of practices and customary methods in 
international economic intercourse, to understand their essence and to become 
proficient their use, so that we will be able to effectively carry out all 
specific tasks of foreign economic work. There is the example of certain 
typical contractual practices gradually formed over long periods of time in 
international trade, which have acquired universal meaning, namely FOB (short 
for "free on board," rendered "li'tan jia" [4418 1489 0116] in Chinese), CIF 
(short for "cost insurance freight," rendered "daoan jia" [0451 1489 0116) in 
Chinese) and C&F (short for "cost and freight," rendered "“chengben jia yunfei 
jia" [2052 2609 0502 6663 6316 01160] in Chinese). The two parties of the 
international commodity transaction are thus only required to specify in their 
contract which system they want to follow, in order to assign, according to 
the meaning of the said practice, the responsibilities for all such aspects as 
ship charter, insurance, delivery of goods, documentation, transfer of risk, 
etc. Using these practices can simplify the process of negotiations before 
the order is placed, save manpower and time, and, furthermore, establish very 
clearly the obligations and rights of the parties. And again in the case of 
the international transfer of technology, international licensing agreements 
are generally used (also called license contracts, or patent agreements). The 
licensing agreement is a contract by which one party agrees to the other 
party's use of the first party's exclusive property right (exclusive use 
right, exclusive Know-how use right, trademark use right), and the second 
party is to enjoy the use right and to pay a user's fee. For this kind of 
contract, the following forms are generally used in international practice: 
exclusive-use licensing agreements, sole-use licensing agreements, and simple 
licensing agreements. Deciding on the particular Kind of agreement will then 
also determine the legal questions whether, for a certain territory and in 
addition to the licensee's use right, the licensor will retain use rights, 
whether a third party may also acquire the same use rights, etc. Again, in 
the insurance business, there are international practices and customary 
methods. The Shenzhen Branch of the Chinese People's Insurance Corp has 
started to handle, in an integration of international insurance practices with 
the actual conditions of the SEZ, 10 or more types of insurance business, such 
as insurance of investments, property, shipments of import-export cargo, 
employer's liability, public liability, profit and loss, etc. 


Fourth, in guaranteeing that the contracts are based on solid and reliable 
foundations, reducing or eliminating disputes. 


The development of foreign economic cooperation and technological exchange 
must be realized in all their various details through the signing and 
fulfillment of contracts. Overseas economic contracts are agreements 
concluded between Chinese enterprises or economic organizations and foreign 
enterprises, or other economic organizations, or individuals, by which the two 
parties establish, according to law, a relationship of rights and obligations 
between one another. Once the contract is established, according to law, and 
approved by the department in charge, it has legally binding force, and must 
be strictly fulfilled by the parties. The contract is on the one hand the 
basis for the economic cooperation between the parties and for the fulfillment 
of rights and obligations, as it is also on the other hand the basis for the 
resolution of any dispute in connection with fulfillment of the contract. 
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Because foreign economic relations contain foreign elements and are 
comparatively more complex, frequently involving large sums of money, it is 
particularly necessary to approach the signing of overseas economic contracts 
with a serious attitude and a full understanding of all legal implications. If 
we find that an overseas economic contract that has already been signed is 
very complete in the details of its formulations, is clear and distinct, its 
text accurate and precise, and during its implementation maintains clearly 
defined responsib:> ‘ties and is never a cause for disputes, these facts are 
inseparably connected with the great attention and understanding of the law by 
those who negotiated its conclusion. If we find a contract with an unclear 
and indistinct formulation or with important omissions, unclear in the 
definition of responsibilities and leading to disputes, or even contracts that 
violate relevant provisions of the law, these facts prove that those who 
Signed the contract had little regard for or understanding of the law. 


There is an extremely close relationship between contracts and the law. When 
signing a contract, it is not only necessary to Know the legal procedures for 
the conclusion of a contract and to be familiar with the basic content and 
basic formulation of different types and categories of contracts (such as 
purchase and sale of merchandise, joint ventures, cooperative developments, 
compensation trade, leasing, and so on), but also necessary to give particular 
attention to certain important legal questions. For instance: overseas 
economic contracts must comply with Chinese law; any contract that violates 
Chinese law or infringes upon China's sovereignty and the public interests of 
society is invalid; the two or more parties to the contract must be legally 
competent, and must have the legal power and capacity to sign and fulfill the 
contract; the contract must observe the principle of equality with mutual 
benefit and cannot be allowed to have unfair stipulations; the contract must 
clearly and definitely define the liabilities for contract violations. If one 
party violates the contract and causes damages to the other party, the first 
party is liable to compensate the second party. The contract must also 
stipulate methods for the resolution of conflicts, so that if and when a 
dispute arises, the parties may negotiate a solution, and in case the 
negotiations fail, submit the dispute to arbitration according to an 
arbitration clause, or according to law file suit in the court that has 
jurisdiction, for a rational solution of the dispute. In brief, only by 
attaching importance to the law and by familiarizing oneself with the law can 
a contract be established ona solidly reliable foundation, can one benefit 
all parties involved in the fulfillment of their obligations and, as a 
consequence, benefit economic cooperation. 


Recently, Chairman Deng Xiaoping reiterated that the open door policy will 
remain unchanged, and added that if there is any change, it will be toward 
more "opening up." In addition to their emphasis on a continued effective 
operation of the SEZs of Shenzhen, Zhunai, Shantou and Xiamen, the central 
authorities have decided on the further opening of 14 coastal port towns. One 
can predict that in the wake or China's developing economic construction, and 
the accumulation of experience, there will be growth in China's foreign 
economic cooperation and technological exchange, leading to even greater 
successes. We must further our study and application of international 
economic law so as to render more effective service to the development of 
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foreign economic cooperation and to an accelerated realization of the four 
modernization projects. 


FOOTNOTES 


1. "Selected Works of Lenin," Chinese edition, Renmin Chubanshe, October 1972, 
Vol 3, Pt 1, p 169. 


2. “Speech at the New Political Consultative Conference," in "Selected Works 
of Mao Zedong," Renmin Chubanshe, May 1971, p 1355. 


3. “Selected Writings of Deng Xiaoping," Renmin Chubanshe, ist ed., July 
1983, pp 360-361. 


4. Quoted from a compilation by the Foreign Investment Control Bureau, Policy 
Study Office of the Ministry of Foreign Economic Relations and Trade: "Guide 
to China's Foreign Economic Relations and Trade--On Investments," Jingji 
Daobaoshe, ist ed., October 1983, p 106. 


5. Quoted from "China Special Economic Zone Yea*!ook," (1979-1982) first 
issue, compiled and published by its special Hong iung editorial staff and 
publishing co, 1983, p 95. 


6. Quoted from SHENZHEN TEQU BAO, 30 March 1984. 

7- Quoted from a compilation by the Foreign Investment Control Bureau, Policy 
Study Office of the Ministry of Foreign Economic Relations and Trade: "Guide 
to China's Foreign Economic Relations and Trade--On Investments," Jing ji 
Daobaoshe, ist ed., October 1983, p 106. 

8. Excerpt from SHENZHEN TEQU BAO, 13 March 1984. 

9. "Selected Works of Marx and Engels," ist ed., Remmin Chubanshe, May 1972, 
Vol 4, p 506. 


9808 
CSO: 4006/45 


130 











JPRS*CEA*85*110 
17 December 1985 


FOREIGN TRADE AND INVESTMENT 


BRIEFS 


OVERSEAS JOINT VENTURES--Beijing, 31 Oct (ZHONGGUO XINWEN SHE)--According to 
Statistics by the Ministry of Foreign Economic Relations and Trade, China set 
up 48 overseas joint venture enterprises from January to September this year, 
thus increasing the total number of China's overseas joint venture enterprises 
to 161. The total amount of investment by the Chinese side was $148 million 
U.S. dollars. To develop resources which are insufficient in China is the 
focus of China's investment abroad. Most of China's joint venture enter- 
prises abroad yield good economic results and they have paved the way for 
China to import foreign advanced technology and to increase exports. Since 
the beginning of this year, China has made relatively rapid progress in 
contracting projects and providing labor service abroad. In the first 

9 months, China signed 447 contracts for projects and labor service abroad. 
These contracts totalled $910 million U.S. dollars, an increase of 26.4 percent 
over that in the same period last year. By the end of September, the number 
of people providing services abroad was 57,000, an increase of 42.5 percent 
over that in the same period last year. [Text] [Beijing ZHONGGUO XINWEN SHE 

in Chinese 1208 GMT 31 Oct 85] /8309 


ASIAN-PACIFIC TRADE EXPOSITION--Beijing, 11 Oct (XINHUA)--An Asian-Pacific 
trade exposition will be held from 15 to 30 October at the China International 
Exhibition Center in Beijing. This exposition, cosponsored by the China 
Council for Promotion of International Trade and the Economic and Social 
Commission for Asia and the Pacific of the United Nations, will be the first 
large-scale international exposition held in China since the founding of the 
People's Republic. At a news briefing on 11 October in Beijing, Sun Fang, 
vice chairman of the China Council for Promotion of International Trade, said 
that the purpose of this exposition is to promote trade and economic and 
technological exchanges among Asian and Pacific countries, and between these 
countries and countries in other areas. [Summary] [Beijing XINHUA Domestic 
Service in Chinese 0937 GMT 11 Oct 85 OW] /8309 


GUANGDONG EXPORTS INCREASE--According to HAIWAI SHICHANG BAO [Overseas Market 
Journal], Guangdong has achieved good growth in its export trade in recent 
months. By the end of October, the province had completed 85.3 percent of the 
year's plan, showing an increase of 16.6 percent over the same period last year. 
The province has reversed the lag in plan fulfillment that prevailed in the 
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first 5 months of the year. Now for the first time this year the province 
has caught up with and exceeded the average progress rate for fulfillment 
of the national plan for the year. At present, the province has entered 
the busy season for commodity exports. It is expected that the export plan 
for the year can be overfulfilled by yearend. [Text] [Guangzhou Guangdong 
Provincial Service in Mandarin 0400 GMT 14 Nov 85] /8309 


GUANGXI FOREIGN TRADE--By 10 November the foreign exchange earned by the 
region in its export business amounted to some $301.8 million, overfulfilling 
50 days ahead of schedule this year's export target and marking an increase 
of 15 percent over the same period last year. [Summary] [Nanning Guangxi 
Regional Service in Mandarin 1130 GMT 15 Nov 85 HK] /8309 


SHENZHEN PATENTS RIGHTS OFFICE--Hong Kong, 15 November (ZHONGGUO XINWEN SHE)-- 
Liu Gushu, general manager of China Patent Rights Agency (Hong Kong) Ltd., 

told reporters today that an office of this company will be established in 
Shenzhen, and preparations are being made at present. The office, which will 
have some 60 professional staff members, will allocate funds to help inventors 
on China's mainland apply for patent rights to other countries. Liu Gushu said 
that over the past few months, the number of overseas applications for patents 
in China has reached more than 200 a month. The establishment of the Shenzhen 
office is to meet the needs of expansion of business. The working personnel 
for this office will be selected from the 5,000 qualified patent agents re- 
cognized by relevant departments and recruited through examination from 
Guangzhou, Beijing, Shanghai, and other cities. Preparations for relevant 

work have been speeded up at present. It is expected that the office can start 
business at the beginning of next year. Liu Gushu also said that so far there 
have been nearly 10,000 applications from inventors in mainland China, about 
two-thirds of the total number of applications for patents received from both 
home and abroad. However, very few inventors have applied for patents to other 
countries. One of the main reasons is that they do not have foreign exchange 
to pay for the applications. For this reason, the company has decided to 
allocate U.S.$500,000 each year in the future to help Chinese inventors apply 
for patents to other countries. [Text] [Beijing ZHONGGUO XINWEN SHE in Chinese 
1339 GMT 15 Nov 85] /8309 


HENAN EXPORT BUSINESS BOOMS--In the 1985 Autumn Chinese exported commodities 
fair in Guangzhou City, the Henan Province's volume of export business exceed- 
ed $100 million for the first time. Our provincial committee of Foreign 
Economic Relations and Trade sent a delegation of some 100 members to the fair. 
The volume of export business this year exceeded the planned quota by nearly 
100 percent and was approximately 30 percent more than in the same period last 
year. [Summary] [Zhengzhou Henan Provincial Service in Mandarin 1030 GMT 


12 Nov 85 HK] /8309 


HENAN FOREIGN ECONOMIC RELATIONS--During the Sixth 5-Year Plan period, the 
province rapidly developed foreign economic relations and trade. At present, 
it has formed a rather complete system of foreign economic relations and trade, 
During the period, the structure of the province's export commodities was 
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changed greatly, from agricultural products to products from factories and 
mines, as well as processed products from peasant households; which account 

for 64 percent of the new structure. At present, there are 10 major categories 
of over 700 kinds of export commodities. According to the statistics, during 
the period, the province's total purchase of goods for export was 4.8 billion 
yuan, whereas the total value of exports was $1.48 billion. This showed an 
average annual growth rate of 12 percent, higher than the province's national] 
economy growth rate as well as China's average annual growth rate of export 
value. Moreover, through various channels, the province used foreign capital 
to import technology. It attracted some $30 million of foreign capital from 
other countries and Hong Kong and Macao regions. On international economic 

and technological cooperation, the province made headway in undertaking overseas 
projects and labor cooperation. The province also granted economic aid to 

20 countries. [Text] [Zhengzhou Henan Provincial Service in Mandarin 1030 GMT 
16 Nov 85] /8309 


CSO: 4006/310 
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JPRS-CEA+85-1]10 
17 December 1985 


TRANSPORTATION 


SHANGHAI PORT MEETS YEAR'S QUOTA EARLY 
OW202024 Beijing XINHUA in English 1513 GMT 20 Nov 85 


[Text] Shanghai, November 20 (XINHUA)--Shanghai port, China's largest, has 
already handled 100 million tons of cargo this year, meeting the year's tar- 
get 48 days ahead of time. 


A port official noted here that the port is expected to have handled 110 
million tons by the end of this year. 


The cargo-handling capacity of Shanghai port accounts for over one third of 
the nation's goal for seaports. One fifth of the cargo it handles inv. ives 
foreign trade, the official said. 


Altogether, 550 million yuan has been used in the past five years to build 
or expand berths and other facilities, resulting in a 30 percent increase in 
the port's cargo handling capacity. 


But the port still fails to meet the increasing needs of the country's eco- 
nomic development and its foreign trade. 


The port official explained that the number of cargo ships for foreign trade 
berthed at the port every day is 2.5 times the 1980 figure. 


The port will expand ten existing berths and build 19 new ones for 10,000-ton 
class berths in the next five years, he said. 


/6662 
CsO: 4020/102 
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JPRS-CEA+85-110 
17 December 1985 


TRANSPORTATION 


CONTAINER FREIGHT VOLUME EXPECTED TO QUADRUPLE 
OW201218 Beijing XINHUA in English 1148 GMT 20 Nov 85 


[Text] Guangzhou, November 20 (XINHUA)--China's container freight volume this 
year is expected to quadruple over that of 1980, according to a national 
conference on container transport in Zhongshan, Guangdong Province. 


By September container freight had reached 11.4 million tons, up 44.7 per- 
cent over the first nine months of 1984, sources attending the conference 
said. 


China's container transport has expanded from railway, water and highway 
transport to ocean-going fleets, civil airlines and postal services in re- 
cent years. The Ministry of Communications alone owns 60 special-purpose 
ocean-going container vessels, the sources said. 


With the development of container transport, China has also put into service 
more special-purpose vessels and ancillary equipment in ports and railway 
stations. 


International container transfer stations have been set up in Beijing, Tianjin, 
Shanghai, Shijiazhuang, Wuxi and Hangzhou. 


There are now 260 small and medium-sized container transport service centers 
and 33 large internationa! service centers in China, the sources noted. 


By the end of 1985, there will be 13 special berths for 10,000-ton container 
ships in China's coastal ports. 


In Shanghai and Guangdong, four joint-venture plants now manufacture stand- 
ard international containers. 


/6662 
CSO: 4020/102 
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JPRS*CEA*85+110 
17 December 1985 


TRANS PORTAT LON 


HARBOR CARGO HANDLING CAPACITY LAGS BEHIND TRADE NEEDS 
Beijing RENMIN RIBAO in Chinese 5 Jul 85 p 1 


[Report by Li Jian [2621 0256], INTERNATIONAL COMMERCE JOURNAL Reporter: 
"Harbor Congestion Seriously Disrupting Major Seaports"] 


[Text] In the seaports of Shanghai, Dairen Qingdao, and Lianyungang, ships 
were held up and cargoes piled up seriously in the recent 2 months, thereby 
ushering in difficulties to exports and imports. 


This year, from January to May, in the nation's 9 major seaports (Dairen, 
Tianjin, Qinhuangdao, Yantai, Qingdao, Lianyungang, Shanghai, Huangpu, and 
Zhanjiang), there was a marked increase in the average number of ships sailing 
in and out of the harbors every day, as compared with the same period of last 
year. Cargo ships in the harbors could not load and unload as scheduled, 
harbor freight yards were filled to the saturation point, foreign trade 
materials, and goods stored in the harbors kept on increasing, and the task of 
loading and unloading and transporting became extremely difficult and 

arduous. 


Most seriously piled up in these harbors were mainly steel products, chemical 
fertilizers, iron ores, which had been imported, and maize waiting to be 
exported. In April and May, because of the entry into harbors of ships 
carrying imported steel products and chemical fertilizers, which had arrived 
too abruptly and too vast in number, transportation plans lost their balance. 
In particular, there was a remarkable increase recently in the number of ships 
carrying imported goods and materials, coupled with the tough job of securing 
control over the movements and developments of ships entering the harbors, 
which brought difficulties to harbor operations. 


In order to alleviate the existing pressure on harbors, to accelerate 
unloading and transporting of imported goods, and to speedily bring about 

a radical change in the situation of harbor congestion holding up ships and 
piling up cargoes, the departments concerned advised that the departments 

of foreign trade and harbor administration and communications must all focus 
attention on transportation work and further step up organization and manage- 
ment of the transport of export-import materials and goods; that the 
department of foreign trade must make all-round plans for the dollar amounts 
of exports and imports and for transportation: that the departments of 
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railways and communications must increase with full might and main the number 
of vehicles for harbor transportation; that the department of harbor 
administration must fully tap potentials, raise loading and unloading 
efficiency, and upgrade the norm of operation of vessels. 


In recent years, one of the key factors creating harbor congestion and 
holding up ships was that the speedy growth of the sea transportation volume 
of exports and imports in foreign trade was not compatible with the existing 
harbor and railway transport capabilities and storage capacities. To this 
end, the state is speeding up construction of harbors and railways. It was 
reported that a projected handling capacity of 30 million tons would be 

made operational for harbor construction this year, which was going to be a 
year of the highest handling capacity made operational in the Sixth 5-Year 
Plan, but this capacity still could not meet the needs of developing exports 
and imports in foreign trade. 


The phenomenon of holding up ships and piling up cargoes in the harbor of 
Tianjin was a problem remaining unsolved for years, Last year, the harbor was 
placed under local administrative-level management, and this resulted 
subsequently in an enthusiastic import of loading and unloading and trans- 
porting equipment, an increase in operation lines, and an upgrading in the 
efficiency of loading and unloading operations. 


From January to April of this year, the handling capacity of goods was up 

18 percent over the same period of last year; there was an average of 8.5 
ships leaving the harbor per day, an increase of 2.6 ships per day over the 
same period of last year; and profits realized were 44 percent greater than 
the same period of last year, the highest level of profits ever achieved. 
This explains that the harbor, in the condition of its existing equipment, 
still possesses the exploitable potentials of raising its handling capacity. 


12315/9435 
CSO: 4006/907 
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TRANSPORTATION 


MINISTRY CADRES TO HELP RELIEVE PORT CONGESTION 
Beijing RENMIN RIBAO in Chinese 6 Sep 85 p 2 


LReport by Li Changqing [2621 7022 7230]: "Leading Cadres of Ministry of 
Communications Proceed to Dalian, Tianjin and Other Ports for On-the-Spot 
Action To Reduce Delays to Vessels in Port") 


[Text] As guided by the Office of Port Affairs of the State Council, the 
Ministry of Communications organized four working teams, led by Qian Yongchang 
[6929 3057 2490) and three others who on 5 September proceeded to Dalian, 
Tianjin and two other ports for on-the-spot action to alleviate the problem of 
port congestion. 


Since May of this year, the congestion at all ports has become extremely 
serious. Great efforts in the last few months have brought some initial 
relief, but due to the large number of ships converging on our ports, the 
problem of port congestion is again rapidly deteriorating, so that presently 
over 500 vessels are daily at anchor in our ports. To alleviate this strained 
situation, the party organization at the Ministry of Communications decided to 
come to grips with the problem of port congestion and make it a central task 
of the day. Four working groups were organized, headed by Minister Qian 
Yongchang, Vice Minister Zheng Guangdi (6774 0342 6611), Liu Zuyi [2651 4371 
0044], and Huang Zhendong [7806 6966 2639]. Comrades from the Office of Port 
Affairs of the State Council, the State Economic Commission and the Ministry 
of Railways were also involved. They proceeded to the ports of Dalian, 
Tianjin, Shanghai and Huangpugang. On the afternoon of the 4th, the working 
groups held a meeting, where Comrade Qian Yongchang called on them to endeavor 
to gain the support of the leadership in the local municipal governments, to 
endeavor to coordinate all quarters concerned, to adopt resolute measures as 
soon as a problem is realized as capable of a quick solution, and to make 
strenuous efforts to reduce the number of delayed vessels. At the same time 
that efforts are made to achieve short-term results, the working teams should 
also thoroughly investigate and study how to resolve future port congestion 
and should propose suggestions for the solution of the problem. Minister Qian 
Yongchang said: Although various ports have already made strenuous efforts to 
alleviate the port congestion, we must devise further necessary and feasible 
methods to improve the management of operations, further tap potential, raise 
efficiency and alleviate port congestion. 


9808 
CSO: 4006/14 
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TRANSPORTATION 


DALIAN PROMOTED AS EURASIAN ‘LAND BRIDGE' TRANSSHIPMENT PORT 
Changsha JINGJI DILI [ECONOMIC GEOGRAPHY] in Chinese No 3, Aug 85 pp 163-167 


{Article by Zhao Xianyao [6392 2009 1031] and Zhang Hongde [1728 3103 1795]: 
"Suggested Development of ‘Land Bridge' Transportation Through Dalian Port") 


[Text] The development of container transportation was the curtain raiser for 
an era of integrated door-to-door through-transportation. The advent of "land 
bridge" transportation brought in turn a development toward greater 
diversification of container transport routes. Many countries throughout the 
world that have sea coastlines and hinterland--the preconditions for "land 
bridge" transportation--are vying with each other in establishing container 
wharves and in actively creating favorable conditions for the initiation of 
"land bridge” shipments. Most outstanding in this respect are the United 
States and the Soviet Union. In China, the ports of Dalian, Tianjin-Xingang 
and Qinhuangdao are international transshipment ports, well qualified to 
develop into "land bridge" container ports. This article begins with an 
analysis of the present conditions and developmental trends of "land bridge" 
transportation in the world and argues the necessity and feasibility of 
developing a Eurasian land bridge transportation line through Dalian. 
Following are several suggestions for the development of the "land bridge" 
transportation through Dalian Port, submitted for the reference of departments 
charged with policy decisions in this matter. 


I. Trend Toward Greater Variety in the World's "Land Bridge" Transportation 
Lines 


"Land bridge" transportation refers to railway transportation across land 
masses, linking ocean with ocean, and forming a comprehensive and integrated 
sea-land transportation process and system, which the modern transport trade 
Calls an "international land bridge.” This is the result of modern progress 
in S&T, also of the more intensive regional division of labor and of the 
development of international economic and technical cooperation; it is a 
creation of mankind by means of a comprehensive utilization of the modern 
tools of transportation. 


A "land bridge" in the form of a railway transportation line extending all the 
way east to west, from Japan to Berlin, was actually started as early as in 
the 1930's, when Japan invaded Manchuria. Then again, in the 1950's, a 
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container shipping line was developed between Japan and Europe, from Japan 
over the west-to-east railways of the United States and from the United States 
to Europe. The world's most extended "land bridge" transportation actually 
came into being in the 197U's, owing to the closure of the Suez Canal. It was 
then that land bridge transportation was developed from Japan through the 
Soviet Union (Siberia) to Europe. Because it passed over the long Siberian 
railway line, it was generally called the Siberian continental bridge (TSCS 
for short). In my opinion, this land bridge had the character of an 
internationally integrated transport link and to do it justice should be 
called the “Eurasian land bridge" (TEACS for short). 


The Eurasian land bridge assumed the form of a transportation link using a 
variety of transport tools and transporting mainly international standard 
containers (of two kinds, standardized at 8' x 8' x 20' or 8' x 8' x 40', the 
former being used as accounting unit). Transportation over this line extended 
directly from the place of dispatch, with transshipment through Japan and then 
again through the Soviet port of Nakhodka (or Vostochnyy) to connect with the 
Siberian railway, directly to its place of destination in Europe. On their 
way, the goods pass through many countries and territories and effect 
commodity exchanges by a form of integrated transportation back and forth over 
international railways, sea routes and highways between Europe and Asia. The 
Eurasian land bridge was first started by Japan and the Soviet Union. It was 
welcomed by foreign customers, because it enabled them to take advantage of 
favorable geographical factors, accelerate the turnover of freight trains and 
other transport media and it greatly raised transport efficiency. By now, this 
line has become a new "silk road," Linking east and west in conveying the 
commodities of foreign trade. 


Since the inception of the Eurasian land bridge, container freight has rapidly 
increased. In 1971 only 600 containers were shipped; in 1976 the volume had 
risen to 100,0U00 and in 1981 the figure had increased to 12U,VUUU, while the 
forecast for 1985 is 180,000 to 2U00,U000 containers. In 1981, these shipments 
accounted for one-fifth of all European general cargo exported to Asia and 
one-third of all Japanese general cargo exported to Europe. The Soviet Union 
intends to channel 5U percent of all Far East-Europe commodity movements to 
the Eurasian land bridge. 


What accounts for so rapid a development of transportation over the Eurasian 
land bridge? First, there are immense advantages compared with direct 
shipments by sea: (1) Earlier settlement by remittances. After dispatch of 
the cargo containers, settlement can be immediately effected against through- 
shipment documents. (2) Punctual and speedy arrival of goods. The entire 
length of the line is 13,000 km, which is only half of the sea route around 
the Cape of Good Hope and which shortens the Suez Canal sea route by one- 
third, making for a shortening of the transport time by around 35 days. In 
our current age when time is money, this is of course much welcomed by a large 
part of the business community. (3) Saving carrier and packaging expenses, 
reducing damages to goods, lowering freight and the cost of the commodities, 
so that freight is 20 to 30 percent less than via the entire Suez Canal route. 


Second, continuous shipments over the Eurasian land bridge can take many 
different forms, with lines extending into many countries and territories of 
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Europe and Asia. The east-west roads across the Eurasian land bridge mainly 
run along three channels. (1) The railway/railway line (TRANSRAIL): 
Shipments from the place of dispatch with transshipment through Japan or other 
places, then on to Nakhodka (or Vostochnyy Port) in the Soviet Union, then on 
to the Siberian railway to one of the Soviet Union's western border stations, 
thence to one of Europe's well Known international cities, such as Hamburg, 
Antwerp, Rotterdam, Vienna, Paris, etc., also possibly to such areas as Iran, 
requires about 20 to 30 days. (2) The railway/sea route (TRANSEA): 
Shipments from the place of dispatch, through Japan or another place, again on 
to the Soviet Union's Nakhodka Port (or Vostochnyy Port) and via the Siberian 
railway to Leningrad, Tallinn or Riga on the Soviet Baltic coast, or to Hamina 
in Finland, for transshipment to Western Europe, or via Zhdanov on the Soviet 
Union's Black Sea coast to ports of Eastern Europe, require about 45 days. (3) 
The railway/truck route (TRACONS): Shipments from the place of dispatch with 
transit through Japan or another place, then on to Nakhodka (or Vostochnyy 
Port), then again via Soviet railways to the Soviet Unions's western border 
towns of Lu-rui-ka | phonetic], and Brest, or the southern border towns of 
Chop, Ungeny, Dzhulfa and Kushka, connecting with places in Western and 
Eastern Europe and Western Asia, require about 30 to 35 days. 


Looking at the three above-mentioned channels, we see the diverse patterns of 
the Eurasian land bridge transportation and its widespread linkage of 
territories. According to initial statistics, the bridge links about 15 
countries and territories of Asia and the Pacific region and another 27 
countries and territories of Europe and the Atlantic seaboard. These 
countries have an abundance of products, well-developed industries and 
agriculture, a well-established foreign trade, abundant commodities and 
resources for export, and broad markets for imports. 


Third, the main units that undertake shipments over the Eurasian land bridge 
are doing so in the form of international through-transport with shipping 
responsibility borne by the chief forwarding agent, providing a guarantee for 
the safety of the goods. On the three above-mentioned lines of 
transportation, shipments by sea on the Asian section are carried by Japanese 
and Soviet fleets; shipments to ports and railways in Western Europe are 
undertaken by the Soviet Union. The International Railway Container Transport 
Co is also one of the transport agents. 


Fourth and finally, there is an economic foundation that will guarantee the 
further development of the Eurasian land bridge in that the focus of the 
world's marine traffic is moving to the east, as there is also an initial 
movement of world trade from the Atlantic to the Pacific seaboard. According 
to world trade developments during the last ¢U years, there is a movement from 
west to east in the shipbuilding and marine transport industries, which 
service foreign trade, and the focus of marine traffic naturally follows this 
shift. Again, considering the current state of currency reserves in the world 
and the average income of peoples, among the 24 countries that are at the top 
of the list, 13 are in Asia. According to statistics, the Asia-Pacific region 
(if we also include the western parts of the United States) will take up two- 
thirds of the export production of Japan, China and North America and 70 
percent of the exports from East Asia, Australia and the ASEAN countries. 





This reveals that the eastward shift of the focus in maritime affairs is the 
fundamental reason for the Eurasian land bridge to start out from the east. 


An analysis of the situation based on the above-mentioned causes enables us to 
predict an extremely bright future for transportation over the Eurasian land 
bridge. On the one hand, it offers in itself the incomparable advantages over 
sea transportation of direct deliveries, which not only save money and are 
faster and safer, but also save energy sources, avoid the "quarrelsome" 
regions of the Middle East, and are thus safe and reliable. On the other 
hand, under the conditions of continuously developing economies and trade in 
the countries of Europe and Asia, people will not forsake this "silk road 
bridge," stretching all the way from east to west. This is the inevitable 
result of the international economic and technical cooperation and accords 
with the laws of natural, economic and social developments. 


II. World Trade Needs Dalian Port To Be Converted to a Transshipment Port for 
the Eurasian Land Bridge 


The largest obstacle to the further development of transportation over the 
Eurasian land bridge is presently the inadequacy of shipping facilities at the 
port of Nakhodka, which is now the main Soviet transshipment port for the 
Eurasian land bridge, in view of the almost daily increasing volume of freight 
and the fact that the new harbor construction at Vostochnyy will not be 
completed before 1990. The natural conditions at Nakhodka Port are rather 
poor; extremely cold weather prevails from the middle of December to the end 
of February, when the harbor freezes over and makes it difficult for container 
ships to berth, while the necessary operation of icebreakers increases 
berthing charges. Additional factors such as the serious problems of delays 
to ships and manpower shortages makes for increased interest among foreign 
merchants and shipping agents in a "silk road bridge" via Dalian Port and 
Manzhouli. These merchants and agents have repeatedly addressed demands to 
relevant Chinese quarters, and their demands are receiving serious attention 
in China, resulting in the fact that the development of Dalian Port into a 
"land bridge" port for container shipments has been made a priority item. 


A. The Need To Develop Dalian Port for Eurasian Land Bridge Transshipments 
First, considered as a need of the developing international trade: 


The large cities in many countries of the Asia-Pacific region and on the 
Atlantic seaboard are famous centers of international trade. Eight of the 10 
countries with the largest volume of import-export trade are located in these 
regions. The top five in volume of export trade in 1980--the United States, 
West Germany, Japan, Great Britain and France--are also located in this area. 
Statistics show that the export trade of the Soviet Union, the United States, 
Japan, West Germany, France, Great Britain, China, Singapore and the 
Philippines, all located in this area, totalled $884.5 billion, accounting for 
54.3 percent of all world exports. Their imports amounted to $954.2 billion, 
or 51.4 percent of all world imports. It is therefore a fact that the volume 
of trade between East and West which could use containers is considerable. If 
it went the Suez Canal route, via the "quarrelsome" Middle East, it would not 
be safe, and if it went around the Cape of Good Hope, it would be too longa 
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route. Only the Eurasian land bridge would be the most economical, most 
convenient and safest transport route. It is therefore no wonder that 
Japanese shipping circles call it the "silk road bridge." Presently, 14 
Japanese companies are offering large amounts of capital and equipment to 
assist the Soviet Union in the construction of Vostochnyy Port, while also 
urging the opening up of Dalian as a transshipment port for the Eurasian land 
bridge. These facts are further reason for the development of the Eurasian 
land bridge transportation. Recently, the Jiu-lao [Chinese reading of U046 
0525] Co of Japan addressed concrete demands to the party committee leadership 
of Liaoning Province and made it Known among international shipping circles 
that "the shorter route, the economically favorable Dalian-China-Soviet Union 
land bridge and shipping line, is about to be opened." Moreover, the ASG 
International Agency of Sweden officially approached the relevant Chinese 
authorities with the suggestion to change the route for the shipment of its 
100,000 containers, moving to and from Europe, from a transshipment through 
Nahkodka to a transshipment via Dalian for all their shipments on behalf of 
the United States, Canada and Southeast Asian countries. Under present 
conditions of an insufficiency of container berths in Dalian Port, it is 
possible, with cooperation from all sides, to handle only 1U,U00 containers at 
Dalian, but there is every guarantee for sufficient cargo to further develop 
the Eurasian land bridge shipments through Dalian Port. 


Second, it is also China's flourishing foreign trade that demands development 
of Dalian Port into a Eurasian land bridge transshipment port. 


To meet the needs arising from China's developing foreign trade, certain 
Eurasian land bridge operations have been initiated since 1980. Presently, 
railway-to-railway transportation is indeed being carried out, such as that 
linking the Siberian railway at Karymskoye via Manzhouli and Zabaykal and 
thence to the seaboard terminals in the west and south of the Soviet Union, or 
to other transshipment places in Europe. Recently, railway-to-sea lines were 
also initiated for shipments from relevant ports to the western and southern 
seaboard of the Soviet Union for further transshipment to countries and areas 
along the shores of the North Atlantic, the Baltic and the Mediterranean. In 
1981 about 1,600 containers were shipped out. Export shipments to Iran were 
extended to West Germany, Finland, the United States (East Coast) and Austria. 
At the same time, imports were received from West Germany, Finland and other 
places. The Transportation B: of the Ministry of Foreign Economic 
Relations and Trade repeatedil ied on the Chinese foreign trade and 
transportation circles to make fu.i.i use of this "quick and economical" import- 
export transportation line. Currently, containers with textiles, wearing 
apparel, and products of light and chemical industries from 17 provinces, 
municipalities and autonomous regions are being shipped abroad ina steady 
stream over these railway lines, delivering export goods to 18 countries 
throughout Central Asia, Eastern, Northern and Western Europe. 


Third, developing Eurasian land bridge transportation through Dalian Port wil} 
increase China's foreign exchange revenue and contribute to further 
development of container facilities at Dalian Port and its high sea fleet 
operations, opportunities that must not be allowed to pass unused by allowing 
"fertile water to flow to other people's land." 
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Developing Eurasian land bridge operations will increase China's foreign 
exchange revenue because of the handling, storing, moving, border crossing, 
customs duties and other similar items involved. Every country that is 
presently engaging in similar operations is earning large amounts of foreign 
exchange. Through-shipments of containers, as now carried on over Chinese 
railways, are charged in RMB for the domestic section of the line. The 
freight rate from Dalian to Manzhouli is 668 yuan per container or, converted, 
$337, with additional port fees of $101, for a total of $438 for each 
container. If 100,000 containers are transshipped in one year, receipts would 
amount to $43.8 million. In 1982, when Dalian had no container berths, 
container cargo was transshipped at Hong Kong to the tune of about 150,U0U00 
tons per year (somewhat more than 1U,U0U0U containers). According to the 
average annual weight and fees at that time, more than 5 million yuan were 
received for loading, unloading, storage and repacking charges alone. If the 
Eurasian land bridge transportation is developed, these economic benefits 
would no longer be lost to us by unnecessary transshipment through Hong Kong. 
When the State Council recently approved and transmitted the "Summary of the 
Conference on the Further Opening of Dalian Port and the Construction of 
Sources of Energy and Communications at Dalian," this summary also included 
Dalian Port's tentative launching of international "land bridge" through- 
shipments. 


Fourth, the development of Dalian Port for Eurasian land bridge transportation 
will have a great impact on such aspects as port, railway and municipal 
construction at Dalian, on its being opened up as an eastern international 
trade center as well as on the promotion of new economic and technical 
development in this area. 


Dalian Port was quickest among Chinese port cities to develop container 
shipments. It managed to handle 12,500 containers in 1982, a growth rate that 
was in excess of the country's average and placed Dalian first among all 
coastal ports. At the same time, many experts forecast that the increase in 
Dalian's container shipments will become "explosive." Only one converted 
container wharf is far from sufficient. Besides, railway marshalling capacity 
at Dalian is low, communications facilities within the city are 193U's-vintage 
roads ttempting to handle traffic of the 1980's, facilities for communications 
to outside the city as well as postal and telecommunications facilities are 
very backward, and so on. lf Eurasian land bridge transportation is 
instituted, construction in all these respects must be accelerated, 
communications of all kinds linking the city with the outside world must be 
improved, administration and services must be raised to a higher level, and we 
must at the same time promote the opening of Dalian as a center of 
international trade in the East and the construction of this area as one of 
developing new economic and technical progress. 


B. It is not only necessary, but also possible to develop Eurasian land 
bridge transportation through Dalian Port, which indeed possesses all the 
major prerequisites. 


First, Dalian'’s geographical location makes for moderate weather and favorable 
natural conditions. It has excellent port facilities, it has begun to install 
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receiving and unloading capabilities for international containers, and has 
excellent harbor sites for the further development of new container wharves. 


Dalian Port is located on the Gulf of Dalian at the southern end of the 
Liaodong Peninsula and has the distinguishing features of not silting and not 
freezing; the harbor is spacious and deep and its waters are smooth. lt can 
accommodate container ships of 30,000 to 40,000 tons, and there are many 
harbor sites for further container wharves. At present, Dalian has already 
converted the original sundry goods wharf into an international container 
Wharf with an annual capacity that initially allows the receiving and 
unloading of containers for transshipment. The East Port area and Dayao Bay 
are excellent harbor sites for the development of future container berths. 
For Dayao Bay in particuiar the early stages of engineering work have been 
included in China's Seventh 5-Year Plan. Thus Dalian Port clearly boasts all 
the fundamental preconditions for its development into a Eurasian land bridge 
transshipment port. 


Comparing Dalian Port with the ports of Nakhodka and Vostochnyy: Nakhodka is 
located at the western shore of Nakhodka Bay of the Sea of Japan; it is the 
largest international trading port of the Soviet Far East. Vostochnyy is 
located on the eastern shore of Nakhodka Bay, 18 km southeast of Nakhodka. As 
a new port site, Vostochnyy is a Key Soviet construction project of the 
1970's. After its completion in 1990, it will indeed become a large eastern 
port. Both ports have container wharves; water depth is 9.75 m, allowing 
entry of vessels of only 10,000 to 20,000 tons. The annual handling capacity 
of each port is around 1U million tons. They are now the main transshipment 
ports for the Eurasian land bridge. During the 3 to 4 months that these ports 
are frozen over, navigation and berthing is only possible with the assistance 
of icebreakers. Moreover, compared with Dalian it requires an extra 200 km to 
reach these ports, which increases freight costs. Dalian Port is therefore 
much more attractive than Nakhodka or Vostochnyy, and this will be a 
fundamental reason for many foreign merchants to prefer Dalian for 
transshipments over the Eurasian land bridge. 


Comparing Dalian Port with Tianjin-Xingang and Qinhuangdao: I[n North China, 
Tianjin-Xingang is second only to Dalian as an international trading port. It 
has recently constructed modern container berths and possesses tne 
preconditions for the development of Eurasian land bridge transportation, but 
the natural conditions of Tianjin-Xingang are less favorable than those at 
Dalian, particularly because of silting, insufficient depth of the 
navigational channel and its limitation of being able to accommodate only 
10,000- to 20,000-ton vessels. In addition, it would be difficult to build 
additional container berths there. Investment would be high and routine 
maintenance costly; some have estimated that each square meter of wharf would 
cost as much as 20U,VU0U0 yuan. Moreover, communications facilities within the 
municipality for the accumulation, distribution and transportation of goods 
are poor. In all these respects it cannot compete with Dalian. Qinhuangdao 
is North China's largest port for the transshipment of energy resources, 
mainly coal and petroleum, but so far it has no container bertns. Moreover, 
the railway line at that port is a section on which Shanxi coal is being 
shipped out, such that railway facilities are already overtaxed. Even after 
completion of railway electrification, the port remains mainly concerned with 











the transportation of sources of energy as possibly a more valuable 
contribution to the country. Although the distance of these two ports to the 
Siberian railway is shorter by about one-eighth than the distance for 
transshipments via Dalian, the freight rates on the railways of the Mongolian 
People's Republic via Erenhot are very high and cancel out any advantage of a 
shorter line of transportation, thus making this route unprofitable. The 
Dalian City Container Co has therefore begun acting as agent for Eurasian land 
bridge transportation, while the land bridge transportation from Tianjin- 
Xingang remains at an experimental stage, and this port will also remain only 
an auxiliary port for future transshipments over the Eurasian land bridge. 


As to Qinhuangdao Port, although better than Tianjin-Xingang as far as depth 
of water is concerned, it is still not as good a harbor as Dalian. It is even 
less suitable because it lies between Tianjin-Xingang in the west and Dalian 
in the east, both having already started these operations or at least tried 
them out, and both offering better conditions than Qinhuangdao for the 
development of transshipments over the Eurasian land bridge. As long as only a 
limited volume of freight is being shipped, conditions have not yet matured 
for Qinhuangdao to develop transshipments over the Eurasian land bridge. When 
freight shipments greatly increase and exceed the facilities of Dalian and 
Tianjin-Xingang, it will not be too late for Qinhuangdao to make arrangements 
for Eurasian land bridge transshipments. 


Second, Dalian Port's railway connection with the Siberian railway is through 
the Harbin-Dalian and Harbin-Manzhouli lines; both have substantial transport 
capacity. Accumulation, distribution and transportation as well as the 
railway's transport capacity and handling capacity at Manzhouli station are 
all essentially assured. 


Investigations and studies have confirmed that although transit capacity on 
sections of the Harbin-Dalian and Harbin-Manzhouli lines has essentially 
reached a point of saturation, the freight flow on these lines is mainly in an 
uptrain direction (southward), and that the downtrain direction (northward) 
does not presently bear a heavy load of freight. As container shipments are 
now mainly moving northward, these shipments could easily be handled by 
utilizing returning empties. In the opinion of the Ministry of Railways, it 
will be possible to move 10,000 to 20,000 containers per year by exploiting 
unused potential. The transshipment capacity at Manzhouli is only 80U,00U 
tons (about 40,000 containers), and although rather low, it will be able to 
match the transport capacity of tne railway, and there would be no problem for 
the time being of shipping several tens of thousands of containers. With 
construction of the new Baikal-Amur railway line, the Siberian railway has a 
large transport capacity. 


Third, as China's open door policy has been consolidated and the country's 
international prestige raised, the China Foreign Trade Corp and the China 
Transport Agency feel comfortable with the idea of developing a transshipment 
port at Dalian for the Eurasian land bridge. 


The chief manager of the Itoh Chu Co of Japan, Yone Rongo 14717 0178 0501], 
advocated that Dalian take advantage as soon as possible of its earlier 
advances in the matter of transshipments over the Eurasian land bridge. He 








said: "Why is Dalian not transshipping over the ‘land bridge'? Presently, 
Dalian has an insufficient number of berths, ships are being held up and there 
is a shortage of railway facilities, but all these problems are not difficult 
to resolve." As far as we know, more than 20 companies and firms from Japan, 
Hong Kong, Great Britain, Sweden, Holland, Europe and other places have at 
different times suggested utilizing Dalian Port for land bridge transport 
operations. This goes to show that China enjoys a good reputation, 
internationally, and that China has created favorable conditions for opening 
up transportation over the Eurasian land bridge. 


IIIf. Using Foreign Capital and Importing Technologies and Equipment Will 
Accelerate Establishment of Land Bridge Transportation. 


Comprehensively stated, the development of Eurasian land bridge transportation 
through Dalian Port is a necessity of international as well as of Chinese 
foreign trade, and compared with conditions at several other possible Eurasian 
land bridge ports, it is only Dalian Port which shows absolute superiority. 
It has therefore become a major and unavoidable task for relevant government 
departments and for the local authorities to accelerate the construction of 
container wharves at Dalian Port and to launch Eurasian land bridge transport 
operations. 


A. In the course of actively planning and arranging for the construction of 
container wharves, utilizing foreign capital and importing technologies and 
equipment have been recommended to solve the difficulty of finding sources of 
capital and to accelerate harbor construction. 


The restructuring of the sundry goods berth can only provide a container berth 
sufficient for the time being. It is urgently necessary to actively plan and 
prepare further container wharves. In view of the above-mentioned forecast of 
the speed and scale of future container transportation, internationally and 
domestically, we must construct two container berths in the East Port area as 
an emergency measure during the last 2 years of the Sixth 5-Year Plan. During 
the Seventh 5-Year Plan, we must build 3 or 4 berths at Dayao Bay. By the 
year 2000, we must have increased the available berths to 7 to 10, forming a 
handling capacity of 790,000 to 1,000,000 containers. 


In the matter of selecting sites for container ports, we believe that the East 
Port area adjacent to the Dagang [large harbor] area, fairly close to the 
foreign trade warehouses and backed by the city and the old port district, 
should receive serious consideration. There are good facilities for 
accumulation, distribution and movement of goods by railway and highway, and 
the area is well provided with water, electricity and communications 
installations. To build first two container berths here would save the state 
investment funds and could yield excellent economic results, such as short 
construction time, quick effectiveness and solution of the extremely urgent 
problem of container shipments. If the other berths, to be built later during 
the Seventh 5-Year Plan, were also concentrated at the East Port area, it 
would present many insoluble contradictions for further on-the-spot extension 
of the harbor and for city construction, because the coastline there is 
already being fully utilized. In addition, factories would have to be 
relocated and roads widened, which would not only require correspondingly 
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higher investments, but would also present problems that cannot easily be 
solved. To maintain control over the scale of Dalian City and surrounding 
towns and lighten the traffic pressure within the city, it would therefore be 
best to locate the harbor at Dayao Bay. 


Starting out from the actual conditions in China, and also considering, on the 
one hand, the difficulties of raising funds for harbor construction, and, on 
the other hand, the backwardness of engineering equipment, the exceedingly 
long construction times, and the lack of experience in the construction of 
large-scale deep water berths, it is suggested that we utilize foreign capital 
and import advanced technologies and equipment to accelerate the construction 
of the container wharves. Mitsubishi and Mitsui of Japan have expressed their 
intention to cooperate with China in the reconstruction of Dalian's harbor and 
of the Northeastern railway. As we understand, if container wharves are built 
that could handle 100,000 containers per year, it would be possible to earn 
annual profits of 15 million yuan, and the original investment could be 
recovered within about 7 years. 


B. Remodeling and expanding the Harbin-Dalian and the Harbin-Manzhouli 
railways for greater transport capacity, and adding modern transport 
installations to meet the needs of land bridge transportation: 


To meet international needs and our national needs for Eurasian land bridge 
transportation, the construction of container wharves and the developments at 
Dayao Bay must be carried out simultaneously with a refurbishing of the 
Harbin-Dalian and Harbin-Manzhouli railways. First, the whole line from 
Dalian to Manzhouli must be electrified and scientific management must be 
introduced, measures which could raise operational capacity by 20 to 30 
percent, or increase traction capacity and speed of trains on the northward 
run, all measures that would increase the volume of goods moved. Second, the 
Harbin-Manzhouli section of the railway line is still single track; its 
conversion to double track must be stepped up to expand its traffic capacity. 
Third, the whole railway system from Dalian to Manzhouli must be effectively 
provided with complete sets of equipment, the number of specialized container 
cars must be increased, more container loading and unloading machinery must be 
developed, special factories must be set up for relevant manufacture and 
maintenance, and so on. These are all exceedingly important matters. 


C. Drawing up uniform and competitive freight tariffs and formulating 
specific rules and regulations. 


D. Establishing an All-China Container Through-Transport Co, participating in 
relevant international through-transport organizations and expanding 
propaganda activities abroad. 


We recommend widely publicizing news of the present state of Dalian Port and 
of all activities for the development of Eurasian land bridge transportation 
in the "Port of Dalian" to prepare public opinion for the coming land bridge 
transportation. 


9808 
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TRANSPORTATION 


JILIN SECRETARY ATTENDS AIRPORT REOPENING CEREMONY 
SK180750 Changchun Jilin Provincial Service in Mandarin 2200 GMT 15 Nov 85 


[Excerpts] Listeners, we are now transmitting to you a live relay from 
the waiting room of the Dafangshen airport of Changchun City, where a 
ribbon-cutting ceremony marking the expansion and reopening of the airport 
is being held. 


Listeners, attending today's ribbon-cutting ceremony are Gao Di, secretary 
of the provincial CPC committee; Gao Dezhan, deputy secretary of the 
provincial CPC committee and governor of the province; Wang Daren, chairman 
of the provincial Advisory Commission; Wu Duo, vice chairman of the 
provincial People's Congress Standing Committee; (Du Qinglin), Standing 
Committee member and Organization Department director of the provincial 
CPC committee; Liu Shulin, vice governor of the province; Jin Mir~' 

vice chairman of the provincial CPPCC committee; Chen Zhenkang, deputy 
secretary of the Changchun City CPC committee and mayor of the city; 

(Tao Zhongming), commander of the air force of the Shenyang Military 
Region; (Meng Bicheng) from Unit No 39001; (Qian Bo), deputy commander 

of Unit No 81021; (Wu Ruiqin), vice president of the veterinary college; 
(Zhou Zaikang), deputy commander of the provincial military district; and 
(Che Mingyuan), secretary of the CPC committee of the Shenyang Civil 
Aviation Bureau. Also attending are responsible comrades of pertinent 
provincial and Changchun City departments and units and representatives 

of the commanders and fighters of Unit No 87478, which participated in 

and made active contributions to the expansion project of the airport. 

A total of more than 400 people attended. 


Through the project, the areas for use by planes were expanded. The 
major runway was extended and widened to make it 60 meters wide and 2,600 
meters long. The passenger plane parking apron was expanded from 10,000 
square meters to 30,000 square meters. A new connecting road 400 meters 
in length and 36 meters in width was built, allowing planes to taxi onto 
the parking apron directly from runway. After expansion, the airport is 
capable of handling all types of planes now used in the civil aviation 
services of our country. They include Boeing 707's; Boeing 737's; the 
MD-82 planes, which have a capacity of 150 passengers; the (Lear)-62 
planes; and Tridents. Boeing 747's, if not fully loaded, may also take 
off and land at this airport. Direct air course [Zhi Jie Hang Cheng] is 
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about 3,500 km in summer and about 4,500 km in winter. Direct flights to 
Kunming, Lanzhou, Guangzhou, Hong Kong, various southeast Asian countries, 
Tokyo, and Pyongyang are available. The annual capacity of the airport 

is 700,000 passengers, thus providing favorable conditions for the province 
as well as Changchun City to enliven the domestic economy and open to the 
outside world. 


/9604 
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TRANS PORTAT ION 


AIR FORCE PRAISED FOR SUPPORTING CIVIL AVIATION 
OW210625 Beijing XINHUA Domestic Service in Chinese 0023 GMT 20 Nov 85 
[Report by Sun Maoging] 


[Text] Beijing, 20 Nov (XINHUA)--In approving and circulating a report 
recently, the State Council and the Central Military Commission praised 

the People's Air Force for its latest contributions to supporting the civil 
aviation work. 


According to statistics by departments concerned, in the first 10 months 
of this year, the Transport Aviation Units transported 180,000 Chinese and 
foreign passengers and over 2,000 tons of air freight, both topping the 
same period last year by 50 percent. 


According to information, with approval of the State Council and the 
Central Military Commission, the Air Force has sold, at favorable terms, 
24 surplus airplanes and has opened 8 military airports to the localities 
since the beginning of this year. So far, the Air Force has opened a 
total of 46 airports to civil aviation. 


In the course of the PLA reeducation-in-force reorganization, the Air 
Force has also selected nearly 100 pilots and ground crew to support the 
localities’ civil aviation work. 


[XINHUA Domestic Service in Chinese at 0731 GMT on 20 November transmits 
a service message saying: ‘Please temporarily hold for publication an 
item on ‘Air Force's Latest Contributions to Civil Aviation Works' 
transmitted today. Thanks."] 


/9604 
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TRANSPORTATION 


BEIJING MODERNIZES AIRPORT, INCREASES PROFITS 
SK150213 Beijing BEIJING RIBAO in Chinese 24 Oct 85 p 1 


[Text] During the implementation period of the Sixth 5-Year Plan, the 
airport of the capital has been turned into a modernized one in the 
country. Discarding its title of "suffering from losses caused by policy 
implementation" in 1979, the Beijing Civil Aviation Administration Bureau 
became one of the 25 key enterprises in the country by handing over more 
than 100 million yuan of profits to the state in 1984. 


Since enforcing the party's open policy in order to enliven the domestic 
economy, the airport has successfully carried out the construction of the 
second-stage and large-scale project over the past 5 years. The construction 
acreage of the project reached 61,000 square meters, which includes the 
large airport lounge that can handle 1,500 departing or arriving passengers 
during the busiest hours, the 50-meter-high control tower that can handle 
70 landings and take-offs per hour, the two runways that can provide 

60 landings and take-offs per hour for jumbo planes such as the Boeing 

747, the new hangar with automatic fire extinguishers, and the engine 
testing facility. All of these airport facilities--the biggest in the 
country--have all been put into operation in succession. At present, the 
Beijing Civil Aviation Administration Bureau has increased its flight 
routes from 30 in 1980 to 40, and its international flight routes from 

17 in 1980 to 23. Its flights can directly reach 24 cities in 19 countries 
and regions in Asia, Europe, Africa, North America, and Oceania. 


In meeting the need of developing civil aviation business, the Beijing 
administration bureau has strengthened the education on ideology and 
politics among the staff members and workers, stepped up holding technical! 
training classes, and has strictly enforced enterprise management in order 
to greatly push forward various targets of production. During the 1980- 
1984 period, the bureau showed doubled increases in total freight and 
passenger volumes and total postal volume. In 1984, the bureau surpassed 
the 1980 volume of profits handed over the state by 1/72 percent. 
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TRANSPORTATION 


WANG FANG ATTENDS ZHEJIANG OVERPASS INAUGURATION 
OW210141 Hangzhou Zhejiang Provincial Service in Mandarin 1000 GMT L5 Nov 85 


[Excerpts] The (Xingtai) Overpass in Hangzhou--which is the largest 
urban overpass in eastern China--opened to traffic today. 


At 0900 this morning, an open-to-traffic ceremony was held at the eastern 
end of the overpass. Present on the occasion were leaders of the provincial 
CPC committee, the provincial government, the provincial people's congress, 
and the provincial CPPCC committee, including Wang Fane, Xue Ju, Wu Minda, 
Wang Jiayang, (Ye Shaohua), and (Mao Zhihua); leaders of the Hangzhou 

City CPC committee, the city government, the city people's congress, and 

the city CPPCC committee, including Li Dexin, Zhong Boxi, Chen Xia, and 

Zhou Feng; adviser to the Tianjin Municipal People's Government (Mao 
Changwu), and deputy chief engineer of the Shanghai Railway Bureau 

(Ouyang Gang). 


Hangzhou Mayor Zhong Boxi was the first speaker at the ceremony. He said: 
[Begin recording] The (Xingtai) Overpass is 1,230 meters long. It is 
presently the largest urban overpass in eastern China, and is also the 
largest project completed in Hangzhou this year, marked by the quickest 
speed of construction and the best economic benefit. Construction of 

this project began on 15 November last year. With cooperation from 

[words indistinct], the Tianjin Municipal No 1 Urban Construction Engineering 
Corporation, which undertook construction work, completed this large 
overpass in only 11 months and 20 days. [End recording] 


Then, a speech was delivered by (Mao Changwu), adviser to the Tianjin 
Municipal People's Government, who had made a special trip to Hangzhou 
for the ceremony. 


Xue Ju, governor of Zhejiang, and Li Dexin, secretary of the Hangzhou 
City CPC Committee, cut the ribbon to mark the opening of this overpass 
to traffic. 


/9604 
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TRANSPORTATION 


BRIEFS 


NEW HEILONGJIANG AIR ROUTES--Effective 16 November, the Heilongjiang 
Provincial Civil Aviation Administration Bureau will open a new air route 
between Harbin City and Xian City, Shanxi Province, via Beijing Municipality. 
The bureau will have a flight every Saturday. On 18 November, the newly 
restored air route between Harbin and Heihe cities in the province will 
also be formally inaugurated. The province will also increase the number 
of flights between Harbin City and Guangzhou City, Guangdong Province, 
from three flights in the past to four flights in the future. Effective 
1 January 1986, the province will add one flight between Harbin City and 
Shanghai Municipality on every Wednesday and Friday. [Text] [Harbin 
Heilongjiang Provincial Service in Mandarin 2200 GMT 15 Nov 85] /9604 


CHANGCHUN-GUANGZHOU AIR ROUTE--A nonstop air route between Changchun and 
Guangzhou was inaugurated on 20 November. This new air route was 
established after the expansion of Dafangshen airport of Changchun City. 
The air route is 2,890 km long. It only takes 3 hours and 45 minutes 

from Changchun to Guangzhou by a Boeing 737. (Wu Mengzhao), deputy head 

of the Guangdong Provincial CPC Committee office; and Lai Zhuyan, vice 
mayor of Guangzhou City, paid special visits to Changchun on 20 November 

to attend the activities celebrating the maiden flight. [Text] [Changchun 
Jilin Provincial Service in Mandarin 1030 GMT 20 Nov 8§] /9604 


XIZANG PLATEAU HIGHWAY NETWORK--With the exception of 1 county and 81 
prefectures, all 75 counties and 422 prefectures of the Xizang Autonomous 
Region are open to motor vehicle traffic. A highway communication network has 
taken shape on the high plateau, with Lhasa as its center. High mountains and 
turbulent torrents crisscross the entire territory of Xizang and obstruct 
communications. Prior to its peacefui liberation, Xizang had not even one 
highway, merely the rugged paths of the old courier service; all transport 
had to rely on the backs of men and animals. By now, 15 trunk highways and 
315 branch highways have been built in Xizang, open to vehicular traffic for 
more than 21,500 km. The four interprovincial and interregional highways 
between Xizang and Sichuan, Qinghai, Xinjiang, and Yunnan strengthen Xizang's 
links with China's interior. The improvement of Xizang's highway 
communication facilities has promoted the progress of its economic 
construction. Last year, more than 50U,00U tons of produce and materials were 
shipped out to China proper, corresponding to 15 times the volume of 1959. 
Most recently, the blacktop surfacing of the Qinghai-Xizang Highway was 
completed, a feat which greatly raised its transport capacity. At present, 
fully loaded trucks from the railway terminal at Golmud can reach Lhasa in 
only 20 hours. [Text] [Beijing NONGMIN RIBAO in Chinese 2 Sep 85 p 3] 9808 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


YUGOSLAVIA'S EXPERIENCE IN IMPORTING TECHNOLOGY REVIEWED 
Beijing GUOJI SHANGBAO in Chinese 2 Sep 85 p 3 


{Article by Li Shi [2621 6108): “Experience of and Lessons From Yugoslavia's 
Importation of Technology") 


(Text] As early as the 1950's, Yugoslavia instituted an economic policy of 
opening up to the outside world. At that time, Yugoslavia realized that in 
today's world of almost daily increasing internationalization of economic 
life, no country can or should place itself outside the international division 
of labor. Especially under the current conditions of continuous development 
of new technologies and techniques, a country that does not in good time 
utilize the latest achievements of scientific and technological developments 
cannot maintain steady and rapid development of its own productive forces. It 
has, therefore, all along been an important part of Yugoslavia's economic 
policy to utilize foreign capital and import technology. 


The purchase of patents and technology from Western countries has played a key 
role in the industrial development of Yugoslavia, with at least 90 percent of 
its technology having been imported from abroad. The importation of 
technology has provided Yugoslavia's economy with new and mostly modern 
methods of production. Pursuing a policy of energetic importation of advanced 
technologies has enabled Yugoslavia to quickly advance from the position of a 
backward country to one that ranks among the medium-advanced countries of the 
world. 


In Yugoslavia's process of opening up to the outside world and importing 
technology, it has taken certain circuitous paths, and there have been serious 
errors. These are manifested in the following: 


1. At the time of importing technologies, Yugoslavia did not simultaneously 
determine a strategy for the development of its own technology, and, 
furthermore, did not establish guidelines for technology imports. There was 
serious duplication and reckless importation, with some technologies being 
imported even as much as 13 times over. 


2. Development, organization, and management of the country's domestic 
technology was neglected. Economic development was to a very large extent 
based on technology and equipment that was imported at an exorbitant price. 
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In the eternally changing world economy, this was bound to result in many 
difficulties and problems. 


3. Disregard for certain negative factors that accompanied the importation of 
technologies, such as neglecting to develop and expand the country's own 
technological research results, dampened the enthusiasm of the high-ranking 
specialists and prevented the fullest exploitation of potential in scientific 
research. 


Following a conscientious review of the experiences and lessons of its past 
technology imports, Yugoslavia has come to recognize that “importing foreign 
technology must only be the stepping stone for the development of a country's 
own technology," and it has accordingly shifted its focus to the development 
of its own technology. For this purpose, Yugoslavia has adopted a series of 
appropriate measures. 


First, it has clearly defined the strategy for Yugoslavia's future 
technological development. From now on, its developmental strategy will be: 
Emphasis will be on the exploitation of potential in the country's own 
technology and intelligence, development of the country's own technology, 
while importation of technology must be adapted to the needs of Yugoslavia's 
technical, economic and social development. 


Second, it has strengthened its control over the importation of technology. 
Early in 1984, the Yugoslavian Federal Assembly signed a social contract with 
all entities concerned regarding the development of Yugoslavia's S&T. 
Imported technologies must benefit the utilization of the country's own raw 
materials or processing materiais, must promote exports, and must not 
duplicate domestically available technologies, or must not be technologies 
that are economically unprofitable or insufficiently advanced. Importation of 
technologies will be subjected to strict supervision. 


Third, importance is to be attached to information, to avoid blindness in 
technology imports. Yugoslavia has established an information office in the 
Patent Bureau, which is charged with providing information on technologies and 
technical patents from every country in the world to all departments concerned 
throughout the country, and moreover to issue circular reports to all units on 
the condition of domestic development of S&T and on the purchase of foreign 
patents by the various enterprises. 


9808 
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TAIWAN 


BRIEFS 


TECHNOLOGICAL DEVELOPMENT FUNDS--The national Science Council of the Republic 
of China Executive Yuan has decided on appropriate NT$102,599,000 for develop- 
ing such key technologies as vacuum, electro-optics, and microcomputer 
technologies to meet the needs of research institutes in these fields. [Summary] 
[Taipei Domestic Service in Mandarin 2300 GMT 1 Sep 85 OW] /8309 


CSO: 4006/297 


157 





HONG KONG MEDIA ON CHINA 


OVERHEATING OF PRC ECONOMY AND URBAN REFORM ANALYZED 
Hong Kong CHENG MING [CONTENDING] in Chinese No 9, 1985 pp 30-33 


{Interview with Luo Shani by editor of CHENG MING, published as special 
editorial "Cooling the Mainland Economy" with subtitle: "A Special Interview 
on Beijing: Overheating of the Economy and Urban Reform") 


[Text] [Photo caption] Control of investments in fixed assets and of 
consumption, tightening foreign exchange, strengthening the role of the 
Central Bank. In the series of measures to cool the economy, the drastic 
handling of the Hainan Island automobile case is undoubtedly what has most 
attrac*ed general attention. 


Editor's note: Miss Lou Shani is an English correspondent particularly 
interested in economic questions. In the past she has visited many countries 
and territories of Asia. Recently she visited a number of government 
departments and enterprises in Beijing, inquiring into the overheating of 
the Chinese economy and the urban reform in China. On her return to Hong 
Kong, she responded to questions posed by our editor. 


[Question] Please discuss the main topics of your Beijing interviews; which 
departments did you interview? 


[Answer] The Beijing authorities' acknowledgement that the economy developed 
with excessive speed attracted widest attention this year. I intended to go 
and find out on the spot the rexsons for the overheating of the economy, and 
at the same time take a look at the state of the urban reform. I interviewed 
more than 10 central government departments and enterprises, among them the 
State Planning Commission, the State Economic Commission, the Ministry of 
Foreign Economic Relations and Trade, three factories and the People's Bank. 


[Question] How were the interviews arranged? Do you feel they were 
successful? 


LAnswer]) For about half of the units, arrangements were made through the 
Chinese information agencies, which also sent their own correspondents to 
attend the interviews. It was said that this would to some extent relax the 
interviewees and relieve fears that there could be any problem. In all other 
cases it was I myself who requested the interviews. In general I would regard 





the interviews as successful; everybody was willing to be interviewed. The 
economic commission said that they had no reception room and specially rented 
a room in the Nationalities Hotel to receive mé. There were also a few units 
that did not receive interviewers, such as the Foreign Exchange Reserve 
Bureau, which explained that all its leading cadres had gone abroad. This is 
of zourse impossible. How could all responsible cadres have gone abroad at a 
time of strained foreign exchange conditions? Apparently, they avoided me 
because the area of foreign exchange problems has recently become a sensitive 
area. 


LQuestion] How was the overheating of the economy officially explained? 


[Answer] Explanations by all departments were almost identical. The data and 
explanations they gave me attributed the overheating of the economy and the 
excessive speed of its development to four causes: excessively large 
investments in fixed assets, overheated consumption, lack of control over 
foreign exchange, and excessive issuance of loans. I will explain briefly. 


First, about the excessively large investments in fixed assets. Statistics 
for January to June this year show that although the planned gross value of 
industrial output LGVIO] provided for an increase of 8 percent over that of 
the corresponding period of last year, it actually increased 23.1 percent. 
However, investment in capital construction during the same period increased 
43.5 percent, a rate of excess of about 100 percent compared with the growth 
rate of the GVIO. Among these investments, investments within the plan, i.e. 
those by allotments from the Ministry of Finance, had increased only a little, 
about 8 percent, whereas investments by enterprises with their own funds and 
through loans increased in excess of 100 percent. The main reason for this is 
that there are only 400,000 state enterprises, but there was a rapid 
development of township and town enterprises, and there are 4 million of 
these. One of the consequences of the overheating is a shortage of energy 
resources, the shortage of electric power being particularly acute in East 
China, North China and in the coastal regions. 


l[Question] How is officialdom viewing the excessively large investments? 
What about countermeasures? 


[Answer] In general they are giving very serious attention to this. A cadre 
of the economic commission said that in 1980 the overheating was brought about 
by the excessively large number of contracts concluded with foreign parties, 
but this time it is entirely a domestic problem. However, they believe that 
modernization amounts to a "second revolution," a change of the planning 
system. The occurrence of certain difficulties and errors presents no big 
problem and is no reason for alarm. There are also some who believe that the 
improvements in agriculture, letting the peasants have some money which they 
then invest in industries, is progress which must not be overly restricted, 
and thus is not to be regarded as overheating. Government attempts to 
restrict capital investments will therefore create difficulties for the urban 
enterprises who will find it difficult to accumulate capital. One measure 
which they proposed is to require investment funds to be deposited with the 
Construction Bank for at least 6 months; other methods would be to control 
basic construction materials, tighten the granting of loans, and so on. 
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[Question] What about overheated consumption? 


LAnswer] It is said that consumption of the "four appliances" in Beijing is 
higher than anywhere else in the country. The "four appliances" are TV sets, 
tape recorders, refrigerators, and washing machines. Many households have two 
TV sets, one black and white and one color. Complete sets of furniture are 
also fashionable. There are more so-called "high-class" electrical household 
appliances in use in Beijing than in Shanghai or Tianjin, both cities that are 
traditionally large consumers. These high-class goods are in short supply, 
and people have to line up and register to order them in advance. The money 
in the hands of the citizens derives mainly from last year's "indiscriminately 
issued bonuses." Moreover, while national income increased 13 percent, wages 
increased 21 percent. Current methods of controi are: if a bonus exceeds 4 
months' wages, deduct 30 percent as tax; if a bonus exceeds 6 months salary, 
deduct 100 percent Las published] as tax. 


[Question] If bonus ceilings are imposed, won't this dampen work enthusiasm? 


LAnswer] Someone told me that he once called a taxi in Beijing, but none of 
the five taxis standing there unoccupied would take a passenger. It is said 
that Beijing cabbies practice the "ten no drives," i.e., ten reasons for 
refusing to drive: if there is a good progvam on TV, if they have driven the 
norm mileage for the day, if it is for just a short distance, if it requires 
driving at night, if the direction does not suit them, if the weather is bad, 
if the road is bad, if the passenger will not pay in foreign exchange notes, 
and more. The authorities are taking some action in this matter, but I don't 
know whether they will be effective. 


LQuestion] Has there been any progress in gaining control over foreign 
exchange? 


[Answer] The foreign trade statistics for the first half of the year reveal 
that foreign trade increased 30 percent, but there is still a deficit of $3.1 
billion. The deficit shown in the customs statistics is $6.4 billion, which 
in my opinion is a more reliable figure. 


The loss of control over foreign exchange since last winter is the third 
reason for the overheating of the economy. The reason for the chaotic 
Situation is, as one study reveals, that 64 percent of the foreign exchange 
throughout the country is not directly controlled by the state, but is in the 
hands of local authorities or the people. Management is now being 
strengthened; large requirements must have the approval of the central 
authorities. Importation of electrical household appliances and automobiles 
is severely restricted, customs has increased the "adjustment tax," and 
customs duties for cars and other consumer goods have been doubled or trebled. 
For spare parts for imported production lines the rule is that 70 percent must 
now be procured domestically (some TV factories had imported their production 
lines from Japan free of charge, but must obtain 90 percent of spares from 
Japan). Many joint ventures that rely on imports will now have to close down. 
LQuestion] Are the authorities nervous about the decline in foreign exchange 
reserves, which, as they revealed, dropped from $11.2 billion at the end of 
March to the present $10 billion? 
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LAnswer] My impression was that they are not a bit nervous. They believe 
that the remaining $10 billion in foreign exchange is more than many third 
world or South American countries have, that it is sufficient and no cause for 
anxiety. 


[Question] How did the situation of the excessive bank loans come about? 


[Answer] When the reform of banking regulations was planned last September, 
the final accounts position at the end of the year was to be the criterion for 
determining the following year's program. In the end, the news leaked out and 
stimulated all units to indulge in large-scale borrowing, causing an 
overexpenditure by the banks of 30 percent and a 48-percent increase in loans 
in December. Presently the main measures to control borrowing are increases 
and adjustments in interest rates. From 1 August on, monthly interest rates 
were raised from 0.68 to 0.72 percent for l-year fixed deposits. One-year 
loans had their monthly interest rates for the year raised from 0.5 to 0.79 
percent, an increase of about 50 percent, especially strict in the case of 
loans to township and town enterprises, for which interest rates were also 
raised. Because the Bank of China had lost control in matters of foreign 
exchange and thereby committed grave mistakes, it is now in trouble. Its 
major financial powers were taken over by the People's Bank. Most recently, 
the authorities announced the creation of various levels of finance 
departments to replace the unitary central Ministry of Finance. All these 
finance departments at various levels are to be under the control of the 
Chinese People's Bank, which obviously strengthens its position as central 
bank. The director of the People's Bank, Chen Muhua [7115 1970 5478] was 
recently also concurrently appointed director of the national treasury, which 
is an additional indication of the strengthening of centralized control. 


[Question] What was the basis for Deng Xiaoping's recent proposal to reduce 
the growth rate to 7.2 percent for the next 15 years? 


[Answer] I have heard no explanation for this from government personnel in 
Beijing. However, everybody agrees that the present growth rate is abnormal. 
They say that Japan at the time of its economic upsurge had a growth rate of 
somewhat over 10 percent, which was already quite astounding. Nothing amazing 
has occurred in China, so that a growth rate of over 20 percent is definitely 
a problem. Their policies and propaganda have thus turned to cooling things 
down and proceeding low-key. The way they express it: if the microeconomy 
develops too rapidly, the macroeconomy cannot possibly catch up. 


[Question] Do you feel that the cadres in all those bog government organs in 
Beijing have truly sobered up their thinking? 


[Answer] They are trying to learn their lesson. However, during my 
interviews I had some unhappy impressions. The tone and substance of their 
statements are too uniform. Sometimes people from two different departments 
say essentially the same thing. For instance, in the Planning Commission and 
the Economic Commission, some recited from their notebooks. If you want to 
raise a question with someone, he may say that he will be ready to talk about 
it in a short time. If you ask why, he will stall by saying: "After all, 
there is a process of cognition." In the past I have interviewed economic 
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personnel on Taiwan. They were able to present certain personal views on 
policies and everything could be discussed, except the Taiwan independence 
movement and Chiang Ching-kuo. On the one side there are technical bureaucrats 
and on the other side there are professional spokesmen; this is the difference 
between the two. When I inquired about the qualifications and service record 
of certain Beijing officials, the first thing they would say is that they had 
been on the job for "more than 2U years," which shows them to have acquired a 
certain political adaptability, but not an ability to challenge problems in 
any field of specialization. 


[Question] What effects of urban reform have you observed? 


[Answer] Although I visited several enterprises and became aware of certain 
progress, I would not dare to make an assessment of the entire urban reform, 
because China is too large and urban conditions differ in thousands of ways. 
I can only talk of what I have personally seen and heard. 


First, about the reform in a shirt factory. This factory was established in 
1954, and in 1958 began production of men's shirts for export. Domestic sales 
amounted to only 15 to 20 percent. In 1979 its total production amounted to 
about 50 million yuan, with a production of 5 million items of clothing, 
working with a complement of somewhat more than 1,500 workers. The factory 
instituted two reforms: One was the reform of wages. In the past the factory 
had an 8-grade wage system, from 35 to 105 yuan, slightly above the general 
wage levels in light industry. A bonus of 3U yuan was paid every month, 
making the average income of a worker 100 yuan. It was not possible to pay 
wages according to work performance. Now, it has planned to change toa 
system of piece-rate wages, paying more for more work done, which may possibly 
result in great disparities between wages. It was uncertain whether the 
higher authorities would approve the change. If approval was denied, a system 
of paying wages for exceeding quotas or of fixed quotas with overtime pay 
would be instituted, somewhat more flexible than the present fixed wage 
system. 


The other reform was the integration of production with the commercial side of 
the business. In the past all foreign exchange earned had to be turned over 
to the higher authorities. After 1979, 20 to 30 percent could be retained, 
and half could be used as production funds, after bonus and welfare payments. 
They were just in the process of organizing a joint garment export company, 
together with several large factories, and planning to build a 17-story 
foreign trade building. They intended to take up manufacturing western-style 
clothes, ladies’ dresses and windbreakers. They were at the time awaiting 
approval. 


[Question] Did the factory have the required preconditions for foreign trade? 


[Answer] They had every confidence. They said they could solve the problem 
of getting qualified personnel by employing graduates from business schools 
and by training some of the cadres presently employed. When the managerial 
cadres introduced me to their production conditions they appeared rather 
listless, but as soon as they began to talk about the commercial side, their 
faces became radiant and their eyes lit up; they asked me about market 
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zonditions. They were even believing that they would be able to take over the 
state's foreign trade. However, it was always my feeling that they were 
reaching for what was beyond their grasp. After 30 years of production 
udivorced from the market, to engage in commercial affairs is truly risky. I 
Saw that the shirts they were processing for famous foreign brands were 
extremely attractive, but their production for the domestic market was 
absolutely old-fashioned and rustic; patterns had not been changed for 3UV 
years, I was told. Their explanation was that their products were after all 
entirely absorbed by the market as soon as they arrived, money was earned, so 
why then risk producing new items? This is, of course, also an indication of 
the extent to which their market had been sealed off and closed to the 
outside. 


[Question] How about the work enthusiasm among the workers? 


[Answer] The factory manager told me that their workers were even more 
industrious than those of Hong Kong, but I saw three workers on the production 
line sleeping or reading adventure novels. Another factory I visited was 
manufacturing TV sets. They changed only one regulation: they instituted the 
factory-director responsibility system. They did not integrate production with 
commercial affairs. 


[Question] The production of TV sets must be very popular? 


[Answer] Yes, TV sets may be said to have now become one of the essential and 
indispensable parts of their "daily rice." The said factory had 2,600 workers 
and covered an area of 30,000 square meters. It was a renovated old factory, 
which had begun production of black and white TV sets in 1973. In 1979 it 
imported its first production line for color TV's, a gift from Japan. The 
second production line, for the manufacture of the Lesheng brand of color 
TV's, was imported from the Matsushita Co of Japan at a cost of $3.8 million. 
At present, the factory has four production lines, two for the manufacture of 
black and white sets. The production norm for this year is 37,000 to 38,00U 
sets. They say the plan can be fulfilled by November; December will be used 
for maintenance and repair of machinery, there being no need to increase 
production volume. They have no intention of increasing production because 
their products are not being exported, bonuses will be taxed, and the products 
are after all sold out as soon as they leave the factory; what need, then, is 
there to reform anything? Their only expectation is that a part of the 
production be reserved for the factory's own staff and workers, because 
outside the factory there is a waiting list of 18 months. 


In the past the leadership of this factory had been exercised jointly by the 
party secretary and the factory director, according to a system of factory 
director responsibility under the guidance of the party secretary. Now, the 
party secretary only carries out cultural and propaganda work. His powers 
have been very much reduced, and all effective powers in matters of production 
and management have been given to the factory director. 


[Question] Your interviews penetrated deeply into the center of a huge entity 
which is in the process of transformation. This must have given you fresh 
impressions that cannot be gained on the outside, if you would sum them up. 
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LAnswer] Many people believe that the Chinese economy is in a process of 
transformation. My impression, however, .s that they have still not yet 
rejected in all fundamentals the pattern of centralized planning. Whenever I 
asked whv it was not possible to further relax restrictions, the reply by 
officials, higher and lower, was always: In overall perspective, we area 
country with a planned economy, and we cannot possibly run things along the 
lines of capitalist market regulation. I believe that this was not said 
perfunctorily. They gave me the impression that the planned economy isa 
permanent precondition. A cadre in the Economic Commission told me: "The 
output value of individual economy accounts for only 1 percent of the total 
output value. It has no impact at all on the overall situation and cannot 
possible ‘change the weather'." As I see it, the reason why the Chinese rural 
reform got instant results was that it restored to a certain extent the system 
of private ownership and restored in people the drive for personal profit. 
The major limiting factor for the peasant is only his land, which is why he 
displayed great vitality and achieved success. 


[Question] What then is the critical factor in urban reform? 


[Answer] I believe it is the vacillating, indecisive attitude of the 
authorities. Their attention is still focused on improving the planning 
system under the precondition of public ownership by such means as raising 
productivity, responsibility for profit and loss, and stimulating the market 
by starting out from selected units to promote work in the entire area. 
Production is separated from marketing by three or four intermediary layers, 
but all they consider is a reduction of state monopolies, getting slightly 
closer to the market, and reducing centralized controls just slightly. All 
this is not really "going the capitalist road"; but, precisely as demonstrated 
in the bonus system where limitations were placed at 6 months wages, the only 
weapon to stimulate work enthusiasm among the workers was rendered 
ineffective. The urban reform lacks the vitality of the rural reform. In one 
factory I asked the responsible person: What reforms have you instituted? He 
was actually unable to reply for a full 5 minutes. 


[Question] Is there no way to effect a breakthrough? 


[Answer] The World Bank report contains two suggestions, but it is quite 
uncertain whether China will adopt either one. One is to emulate Hungary, 
have the workers buy shares and link themselves with the fate of the 
enterprise. The second is to nave several enterprises organize joint 
directorates which could give consideration to the interests of all parties. 
As I see it, another solution would be to fully utilize all domestic natural 
resources, open up the domestic market and place no further reliance on 
exports. Allowing a small amount of foreign goods to enter the domestic 
market would also serve as a stimulation, as, for instance, when Coca Cola 
came to South China, it stimulated the production of beverages. Currently, the 
domestic sale of products manufactured by Chinese-foreign joint ventures is 
severely restricted to the most urgently needed items, sophisticated 
scientific and technological items not available in China and designated right 
from the start as items to be imported. The volume of these items is kept 
very small. 
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LQuestion}] We hear that everybody on the mainland wants to do business. Is 
that true? 


[Answer] The trend seems to be a "commerce-abovc-all-ism," and engaging in 
foreign trade is particularly fashionable. When I visited the Capital Iron 
and Steel Mill, a female comrade who explained things to me suddenly stopped 
and asked me what kind of international business I thought one should now 
engage in, and where they could make an investment. Waiters in the Beijing 
Hotel also told me that waiting on people is girls' work, that they, the 
Waiters, would rather do business. However, they were careful, and fearful to 
Decome unemployed if they gave up their jobs, as they are still in the habit 
of safeguarding their iron rice bowls. Officially it was said that in general 
it is not at ail easy for workers to start a small business. Controls are 
sufficiently strict as to discourage them from trying, denying them operating 
licenses and reserving opportunities for individual business operations for 
wounded or crippled persons who have to be cared for, or for the "persons 
awaiting employment." According to some, sellers of watermelons in Beijing 
made large profits. Business of several thousand yuan per day could be formed 
ina little over 10 days. However, one old street merchant told me that the 
volume and service quality of the present tertiary industries in Beijing 
cannot yet compare to what it was in the 1950's. 


LQuestion] Finally, what are your impressions of Beijing? Had you been to 
Beijing before? 


LAnswer! This was my first visit. Beijing is China's highly cultured old 
capital. Compared with many large cities of Asia, it has of course its unique 
atmosphere, is comparatively less polluted, but I felt it painful to look at 
those rows of housing, put up in simple designs, like toy blocks, lacking all 
imagination. The government buildings imitate the Russian style and give one 
a cold and awe-inspiring feeling. The new hotels, built as joint ventures, 
are very impressive to look at, but not quite in harmony with their 
surroundings. In brief, the appearance of the city is absolutely bare of any 
inherent Chinese culture. The large mansions of the central government 
organizations are imposing, but lack all internal designing, and there is no 
Character or taste in daily life carried on in their emptiness. Although many 
cities in Southeast Asia are not at all affluent, they still have their 
distinct character. Beijing, apart from its ancient structures, is not at all 
beautiful. This is probably also a "masterpiece" of the planned economy that 
"rules the realm." 


[Question] Thank you very much. 
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